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gives you Extra Power in the pull 


When your utility job needs a powerful pull . . . moving equipment or getting 
your transportation in and out of rough locations . . . you need a Model U-125 
KING Complete Front-Mount Winch Assembly to do the heavy work. 


The Model U-125 Assembly, shown above, with special 4-way cable guide roller 
arrangement, was designed especially for public utility jobs where backfill work 
or pipe pulling must be accomplished by an angular cable pull. 


The vertical rollers are set farther forward than usual, and the front edges of the 
vertical side frame are recessed to permit 90° angle pull of the cable. 


Though well above axle clearance, this unit sets low enough on front end of 
truck to allow good radiator air circulation, yet involves only a minimum of 
truck understructure cutting or bending to clear driveshaft from power-take-off 
to winch. 


Model U-125 Assemblies made for 1948 through present models 1, 11, 2 and 
214-ton popular make trucks. 


r ‘Write for bulletins on KING 
Complete Front-Mount Winch 


Assemblies to fit your trucks 
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THE CYCLONE FURNACE 


Power-plant operators have been plagued for years by the expense and nuisance caused by fly 
ash and the community relations problems involved in its disposal. They have spent millions 
to keep fly-ash from reaching the atmosphere and, yearly, spend many additional millions in 
handling thousands of tons of troublesome, dusty fly-ash and paying for its removal. 


Today, the Cyclone Furnace completely solves this major problem: 


], Most of the ash produced by burning the coal is changed 

* to molten slag in the Cyclone Furnace. This slag is easy 
to handle, has many uses, and often can be sold, represent- 
ing an asset rather than a liability. Because there is so 
little ash in the gas leaving a Cyclone-Furnace-fired boiler, 
it is often possible to eliminate precipitators. Where pre- 
cipitators are used, they can be greatly simplified, because 
the designer can think in terms of pounds—instead of tons— 
of ash per hour. 


Where local conditions may require use of precipitators in 
conjunction with the Cyclone Furnace, there is no need for 
handling the fly-ash collected. It can, with simple equip- 
ment, be blown back into the Cyclone Furnace to be melted 
down into slag. 


Through this one feature alone—by completely solving the fly 
ash problem—the Cyclone Furnace greatly improves plant opera- 
tions. But many other advantages, such as increased availability 
through elimination of outage-causing equipment, simplified 
operation through use of crushed coal, reduced cost of upkeep, 
and higher thermal efficiency, also are obtained with Cyclone 
Furnaces. 


Many B&W Cyclone-Furnace-fired boilers are in operation, in 
various parts of the country, burning many different kinds of 
coal. The operating requirements and the design conditions 
for these boilers include most of the variations that can be 
expected in utility practice. We will be pleased to discuss with 
you the many ways in which Cyclone Furnace firing can be of 
benefit to you. 








CYCLONE FURNACE BOILER UNITS 
IN OPERATION 


Number of 


Owner & Station Boilers 


COMMONWEALTH EDISON 


Calumet 
Fisk 


Ridgeland 

PUBLIC SERVICE CO. 

OF NORTHERN ILLINOIS 
Waukegan 
Waukegan 


Joliet 
NORTHERN INDIANA 
PUBLIC SERVICE: CO. 
Michigan City 
DOW CHEMICAL CO. 
West Side Plant 
South Side Plant 
WISCONSIN POWER 
& LIGHT 
Sheboygan 
BABCOCK & WILCOX 
jarberton 
JERSEY CENTRAL 
POWER & LIGHT 
South Amboy 
TOTAL UNITS IN OPERATION 


Kilowatt Rating 
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BOILER 
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s this issue is being distributed, the 

National Association of Railroad 
and Utilities Commissioners gathers for 
its sixty-fifth annual convention in Hotel 
Roosevelt, New York city, September 
21st to 24th. Following our annual cus- 
tom, we hope to present in a future issue 
a résumé of what the state commission- 
ers are thinking and talking about, as well 
as excerpts from important committee 
papers and featured addresses on the 
floor of the convention. 


From the advance program, we note 
a number of important and timely regu- 
latory topics which will be given special 
attention by the state commissioners, In 
addition to the standing committee re- 
ports, there will be discussions of such 
important matters as the role of atomic 
energy; the long- and short-haul pro- 
vision of the Interstate Commerce Act; 
the relationship between the state com- 
missions and the Federal Power Com- 
mission ; motor carrier indemnity insur- 
ance ; the regulation of small independent 
telephone companies ; and state commis- 
sion reorganization and administration. 
Surely such a full and well-planned 
agenda should bring forth fruitful and en- 
lightening results. 


— this summer, the representa- 
tives of various public utility indus- 
tries protested to the House Ways and 
Means Committee against the inade- 
quacy of original cost depreciation al- 
lowances for tax deduction purposes, The 
gist of the testimony of these witnesses 
for gas, electric, telephone (Bell and in- 
dependent) companies, railroads and 
other common carriers was to the effect 
that current inflated prices and the de- 
teriorated purchasing power of the dollar 
made it impossible to protect the original 
investor from the consumption of his 
capital by gradual attrition in the form 
of depreciation, obsolescence, etc.; that 
is, as long as the present original cost dol- 
lar allowance is continued as a standard 
for tax deduction for depreciation. 
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Most of the representatives seem to be 
i: favor of some adjustment in the orig- 
inal cost dollar depreciation allowance, 
which would compensate for the fluctua- 
tion in the purchasing power of the dol- 
lar through the years. Otherwise, it was 
argued, the original investor in utility 
property is subject to what amounts to 
a capital tax levy because the company 
must pay out part of its capital as taxes. 
This is the result of the systematic un- 
derstatement of utility depreciation and 
overstatement of capital investment in 
terms of original cost dollars. 


F course, there are practical difficul- 
ties in the way of obtaining special- 
ized relief for the utility companies, even 
though it could be shown that they suffer 
from this tax inequity to a far greater 
proportion (something in the order of 400 
per cent greater) than the average non- 
regulated industry with its relatively 
smaller amount of long-term capital in- 
vestment subject to depreciation accrual. 
It was probably for this reason that one 
of the witnesses suggested an alternative 
approach in amending the Internal Reve- 
nue Act. 


THIS interesting suggestion came 
from James F. Oates, chairman of the 
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THE IRVING 


works continuously 


with the public utility industry 





IRVING TRUST COMPANY 


ONE WALL STREET ° NEW YORK 15, N. Y. 
Capital Funds over $122,000,000 Total Resources over $1,200,000,000 


Wivuiam N. Enstrom, Chairman of the Board —Ricnarp H. West, President 
Public Utilities Department—Joun F. Cuiips, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 














8 PAGES WITH THE EDITORS (Continued) 


board, The Peoples Gas Light & Coke 
Company, who felt that a simple amend- 
ment which would allow depreciation 
accruals for tax purposes to conform 
with provisions made by the regula- 
tory authorities in determining depre- 
ciation for rate-fixing purposes, might be 
a more practical solution. 


O' course, the end result in either case 
would be protection of the original 
investor from unfair exhaustion of his 
capital investment through inadequate 
depreciation accruals, whether for regu- 
latory or tax deduction purposes. But 
there is, undoubtedly, some tendency on 
the part of Congress to shy away from 
special exemptions or provisions for par- 
ticular industries being spelled out in the 
tax law. And this sentiment prevails, not- 
withstanding the admitted vulnerability 
of the heavy plant investment industries, 
such as the utilities (with their rigid rate 
limitations) to the tax discrimination 
aired in these hearings before the House 
committee. 


THERE is also the tendency to assume 
that all industries will somehow find a 
way of passing along the tax load to the 
consumer, who has to foot the bill in the 
end anyhow. The only trouble with that 
comfortable assumption is that public 
utilities are not able to fix their own 
prices so as to pass on tax loads. Their 
only alternative to capital consumption is 
generally the raising of new capital, 
which becomes increasingly difficult un- 
der circumstances comparatively less at- 
tractive to the investor. 


THE leading article in this issue is es- 
sentially a statement of the position taken 
by most of the utility witnesses in favor 
of outright tax depreciation adjustment 
to reflect fluctuation in dollar purchasing 
power. The author is F. WARREN 
Brooks, vice president of finance of The 
Cleveland Electric Illuminating Com- 
pany, whose testimony before the House 
committee was especially impressive, be- 
cause of the actual concrete examples 
used. Mr. Brooks worked out the prob- 
lem in dollars and cents and with graphic 
illustrations which we thought neither 
the Congressmen nor our readers could 
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miss, notwithstanding the usually com- 
plicated nature of this subject matter. 


Mr. Brooks is a mechanical engineer 
and a member of the American Society of 
Mechanical Engineers. He has also had 
broad experience in rate matters and has 
actively participated in the work of the 
rate research committee of the Edison 
Electric Institute. 


x * * * 


Wi steps can an operating public 
utility company take to ensure that 
it is developing adequate and competent 
management replacements within its own 
personnel organization? This is a prob- 
lem which is gaining increasing recogni- 
tion within the utility industry, and to 
some extent within educational circles, In 
this issue (beginning page 416) is a prac- 
tical account of a step-by-step program 
worked out by one important utility com- 
pany which fostered the growth of man- 
agerial talent and checked and gauged the 
quality and scope of such growth in such 
a way as to give the executive full con- 
fidence in the future outlook along these 
lines. 


THE author of this article is THoMAs 
E. Hurwns, secretary and general ac- 
countant of The Detroit Edison Com- 
pany. He has been associated with De- 
troit Edison since 1910 and has held his 
present position since 1951, He is a 
founder and past president of the Detroit 
chapter of the Tax [Executives Institute. 
He is at present the national president of 
that organization. Mr. Hurns is also a 
past president and director of the Detroit 
chapter of the National Association, of 
Cost Accountants and a member of the 
Edison Electric Institute’s taxation ac- 
counting committee. His article is 
adapted from an address before the 
American Management Association’s of- 
fice management conference in New 
York last October. 


THE next number of this magazine will 
be out October 8th. 





















]- 


<4 


yf 


n 








September 24, 1953 


_- 





Public Utilities Fortnightly 





Serving the public 
and industry 
24 hours a day! 










oe ae é The Manufacturers Light and Heat Company 
United Fuel Gas Company 
. The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 
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The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 
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Coming IN THE NEXT ISSUE 


JUSTICE FOR UTILITY HOLDING COMPANY EQUITIES 

Federal income taxes paid by public utility holding companies come out 
of the pockets of their investors rather than being paid by the customers. 
Because of the Securities and Exchange Commission regulations promul- 
gated in 1941, regarding consolidated income tax returns, holding com- 
panies earned comparatively less for their stockholders than corresponding 
operations by the independent operating companies. Unless something is 
done to eliminate this inequity, a gradual shifting from holding company 
to operating company common stocks is likely to take place. Frank D. 
Chutter, utility specialist for the Massachusetts Investors Trust, has analyzed 
the reasons for early consideration by the SEC of proposed changes. 


AN UNREGULATED “UTILITY 

If office building elevator operators charged passengers for their service, 
it could easily become the most widely patronized public utility industry 
in the nation. But because there is no charge or rate, it has not been sub- 
jected to regulation. Elevator service appears to be as close to public 
utility service as one can get without receiving or requiring the benefit of 
any regulation, except that of safety and maintenance inspection. Just the 
same, elevator service generally in skyscraping cities such as New York 
has come to represent a considerable load for the electric utilities. A. Bryan 
Marvin, of the press relations and public information department of Con- 
solidated Edison Company of New York, Inc., gives us an interesting de- 
scription of this transit system with 100,000 vehicles carrying more than 20 
billion passengers per year without charging the rider one cent. 


SELECTING AND TRAINING UTILITY SALESMEN 
Because the people in any sales organization can make or break it, it is 
fundamental that those in supervisory positions should understand some- 
thing of the psychology of human relations. A successful sales supervisor 
is a leader in the truest sense of the word. In the years ahead, selective 
training and supervising of utility salesmen is going to be an increasingly 
important part of utility management's responsibility. Philip M. Alden and 
Albert G. Garrigues, manager and assistant manager, respectively, of the 
retail sales division of the Philadelphia Electric Company, have written a 
helpful account of this very important aspect of modern utility operations. 


ADDRESSES ON UTILITY PROBLEMS BEFORE THE AMERICAN BAR 

ASSOCIATION—APPENDIX—PART I. 
Not only legal, but economic and financial problems of operating public 
utilities engaged the attention of the Section of Public Utility Law of the 
American Bar Association. This appendix contains the reporting of the 
various addresses given at the sessions of the annual meeting of the Section 
of Public Utility Law during the American Bar Association convention at 
the Sheraton Plaza Hotel in Boston, August 24th to 25th. 


~ 


A | SO .. « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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Trims the cost of bill analysis 
















Instead of having your next bill analysis made 
in vour own office, why not call R&S? 


We can trim your costs so effectively. Our 
specially designed Bill Frequency Analyzer— 
operated in our offices by a trained staff—can 
analyze as many as 200,000 of your customers’ 
bills in a single day. This means: 


1. You get your analyses of bills in 2 the 
usual time. 





2. The cost to you is trimmed to 2 the expense 


of having the work done in your offices. Automatically classifies and adds in 300 registers—in 


Doesn’t it make sense to find out more about one step. This special Bill Frequency Analyzer can trim 
this service now? Telephone or write. your present clerical costs to half. 


P.8. If you use punched cards for billing, we are equipped to make your analyses from them. 


Recording and Statistical Corporation 
100 Sixth Avenue WOrth 6-2700 New York 13, N. Y. 
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CCaoukble CEaerke 


“There never was in the world two opinions alike.” 








—MonTAIGNE 
- 
FLoyp B. Op_uM “The Federal tax law should be drawn and administered 
President, Atlas Corporation. for the purpose of raising necessary revenue, and not for 
social experimentation.” in 
a 
CrawrFrorp H. GREENEWALT “Business as a profession has come of age, and its 
President, E.I.du Pontde Nemours members can stand before the world as practitioners of a 
& Company, Inc. difficult and complex art, without which the world would 
be poorer.” 
& 
ALLAN SHIVERS “Overcentralization of power inevitably weakens a gov- IB 
Governor of Texas. ernment. Wherever a highly centralized government exists of 
there is danger that Communists will infiltrate the central of 
unit and capture the whole.” be 
® ap 
SINCLAIR WEEKS “I say without hesitation that it is essential to the wel th 
Secretary of Commerce. fare of the country that the regulated utilities be regulated sti 
in such a manner as to enable them to attract all the capital an 
that they can use in making economies and improving : 
service.” wi 
” Bi 
EpitortaL STATEMENT “The real secret of American productivity is that Amer- of 
The (London) Economist ican society is imbued through and through with the de- Ik 
sirability, the rightness, the morality of production. Men br 
serve God in America, in all seriousness and sincerity, 
through striving for economic efficiency.” eC 
> lo 
eC 
Paut B. McKee “TI confidently predict that the day is not far off when you 
President, Pacific Power & will see the citizens of Tennessee proposing to take out of 
Light Company. Federal hands the power facilities of the TVA, in spite 


of all the bounties that have been bestowed upon them. 
They will do this because the only way to be sure of hav- 
ing an adequate power supply is to have it developed on 
a commercial basis.” 


a 
JaMes Q. pu Pont “| There was a time] when American business was about 
Atlantic district manager, as young and fresh and as selfish and cruel as a high- 
Extension division, E. I. du Pont school sophomore often is. But I resent being judged today 
de Nemours & Company, Inc. entirely on what we were many years ago. The vast major- 


ity of American business has grown up to be a ‘good and 
valuable citizen.’ And I can report to you with confidence 
that most large and small businessmen are out to serve 
their communities and the nation.” 
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IBM Accounting permits the design 
of a bill to meet the requirements 

of any utility company. Data may 
be as complete as desired and 

appear in different positions on 

the bill. Bills may have one or more 
stubs for collection control purposes 
and may include duplicate records— 


without loss of preparation time. 
Billing efficiency is just one 


of many advantages 
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14 REMARKABLE REMARKS—( Continued) 


Excerpt from Monthly Letter, “Inflating the currency is the cheapest—and most de- 
published by The National City structive—way to provide a credit supply. It erodes the 

Bank of New York. value of saving, stimulates speculation, and whips up an 
unnatural demand for credit.” 
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Septe 


















































Epwarp T. McCorMick “We have failed to recognize the changing pattern of 
President, American Stock our securities market from a professional to an essentially 
Exchange. investment-type market with the consequent need for con- e 
centrating on merchandising.” 
* 
Joun A. Lioyp “As a basic proposition, I believe Socialism is a politi- 
Vice president, Union Central cal disease. Unless it is excised completely, the result is 
Life Insurance Company. always fatal to freedom. And it should be opposed as . 
vigorously in a municipality as in a state or in the nation.” f 
(i 
¥ * 
DoucLtas McKay “We are pledged to give the American people better | 
Secretary of the Interior. service in the management of the nation’s natural re- 
sources for their tax dollars. To do this each of us must 
make specific dollar-saving improvement in the perform- 
ance of the work for which he is responsible.” 
. 
LeonarD E. READ “The idea that each person has an inherent and inalien- 
President, The Foundation for able right to life becomes meaningless when a person loses 
Economic Education, Inc. the authority for his own decisions and must act accord- 
ing to soimeone else’s decisions. Unless a person holds the 
power of self-control, his life is not truly his own. Before 
a life can be valued for its own sake—and not just as a 
means to someone else’s goal—that life must have its own 
power of choosing, its own quality, its own dignity.” 
& 
EpitortAL STATEMENT “If government operation of power is superior to private 
Capital Journal, Salem, Oregon. operation, it must follow that government operation of 
industry is generally superior. If this is true its benefits 
should not be limited, nor will they be limited to power. 
Rather they will tend to spread, to engulf all private enter- 
prise until the government controls everything and every- 
body. This we know as totalitarianism and there is no 





reason to hope American totalitarianism would be any 
better than the foreign kind.” 


* 
L. R. BouLwARE “The fact is that if a safe majority of us are to get 
Vice president, General Electric enough economics to guide us properly—and to keep us 
Company. from letting ourselves be guided improperly and to our 


destruction—we have to find a way for 10,000,000 discussion 
leaders—without props or prior formal training in eco- 
nomics—to take themselves and eight or ten associates 
each through a beginning discussion course in the arith- 
metic of our freedom as found in the study of money and 
inflation, direct and indirect taxes, incentives, savings 
competition, technological development, risk, and profit 
and loss in the free market run by free persons.” 
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Long life is an outstanding Exide quality . . . 
proved by one utility after another. Again 
it is shown by the Exide life record at Texas 
Power & Light Company’s Norwood Sub- 
station—27 years and 8 months of depend- 
able service. Now the choice is another 
Exide, a greater-than-ever Exide, the new 
Exide-Manchex battery which assures: 


POSITIVE OPERATION: Dependable per- 
formance at ample voltage with no switch- 
gear failures. 


INSTANTANEOUS POWER: High rates for 
switchgear operation with adequate reserve 
power for all other control circuits and for 
emergency lighting. 


LOW OPERATING COST: Extremely low 
internal resistance. 


Part of the 60-cell DME-17C 
Exide-Manchex installation ot 
Texas Power & Light Company's 
Norwood Substation, Irving, Tex. 


Exide-Manchex BATTERY 








Switchyard of Norwood Sub- 
station. Switchgear operated 
by Exide-Manchex batteries. 





LOW MAINTENANCE COSTS: Waterrequired 
about twice a year. No change of chemical 
solution during life of battery. 

LOW DEPRECIATION: Sturdy, long-life 
construction. 
GREATER CAPACITY in a given amount of 
space avoids overcrowding. 

« 2 * 

Various sizes and types of Exide Batteries 
are available in plastic containers. 


Exide-Manchex is your best battery buy 
for all control and substation services. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
“Exide” and ““Manchex" Reg. T.A‘. U.S. Pat. OF. 


1888... DEPENDABLE BATTERIES FOR 65 YEARS...195 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











16 Public Utilities Fortnightly 


September 24, 1953 





A report from the laboratories of Remington Rand on 


Electronic developments 


for business and science 


ucn of the popular talk about “giant 
brains” has actually obscured the work 
which electronic computing systems are doing 
now ... to answer the pressing problems of 
business record keeping and control as well 
as scientific and mathematical computations. 
An electronic computer system can process 

a large volume of data faster and more 


economically than any other method. Only: 


one operation is required for a complicated 
program of computing, selecting and filing 
information. Routine decisions can be made 
automatically on the basis of instructions 
given the system. Exceptional conditions re- 
quiring management attention can be auto- 
matically signaled. 

Remington Rand presents here some prac- 
tical electronic devices which may be applied 
profitably today by business and science: 


High-speed tallying 


The electronic storage system is a new 
Remington Rand development. For John 
Plain & Co., a large wholesale mail order 
firm, it produces up-to-the-minute inventory 
analysis by item under the most demanding 
conditions of seasonal and shifting demand. 
Just ten order clerks — working at 10-key 
input systems to a magnetic-drum memory 
—can provide accurate tallies of orders for 
12,000 different items; make available com- 
plete tallies each day or anytime needed; 





Solving problems today! 
Right now, electronic systems are 
working economically on such prac- 
tical tasks as — billing and account- 


ing, statistical reports and forecasts, 
planning studies and_ scheduling, 


production and inventory control, 
payroll and cost accounting records, 
pricing analyses, engineering design, 
data reduction, network analyses, 
and many other applications. 











and accommodate approximately 80,000 


order lines per day. 


Punched-card computers 


New standards of speed and simplicity in 
punched-card procedures have been set by 
our new Punched-Card Electronic Com- 
puter. This system eliminates many time- 
consuming operations on other machines ... 
produces complete cards which are ready for 


immediate tabulation of records and reports. 


Big electronic computers 
Remington Rand offers two distinct fami- 
lies of big computing systems : The UNIVAC 
all-purpose system is designed primarily for 
business record keeping; the ERA 1101, 
1102 and 1103 general purpose systems are 
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designed for scientific or mathematical com- 
putations. 

Outstanding UNIVAC features are : proc- 
essing Of alphabetical as well as numerical 
data without special coding and decoding 
operations ; high speed in sorting, collating, 
and filing as well as computing and decision 
making ; tremendous speed of input and out- 
put by magnetic tapes; and built-in circuits 
jor automatic self-checking, unique among 
large-scale data-handling systems. 

RA systems have an enviable record for 
——§ high-speed solutions to complicated mathe- 
matical problems such as data reduction, sys- 
tems simulation, planning studies, and con- 
trol in real time. The new ERA 1103 provides 
very high internal speed, large storage capa- 
city, and flexibility to surpass other systems 
of the same character. The 1103 also provides 
versatility of input and output — by teletype 
tape, magnetic tape, punched cards (80 or 90 
columns), line printer, electric typewriter, 
and oscilloscope. 





7 Custom-made systems 


Air traffic control is just one example of 


100 , ‘ 
the many special purpose electronic-computer 
systems created by Remington Rand. This 
high-speed system receives via teletype such 
fight facts as: departure time, destination, 
in route, fuel load, payload, and other pertinent 
by data. In less than half a second, the system 
n- electronically compares the facts on each 
e- flight with as many as 2,000 flight plans it 
has stored in its magnetic-drum memory. It 
r then revises, cancels, or brings the informa- 
s. tion up to date according to current condi- 
tions. The system completes the process by 
teletvyping the required results back to the 
. sending station . .. without human handling. 
r System designing 





Remington Rand specialists analyze your 
needs in scheduling, process control, machine 


ELECTRONIC DEVELOPMENTS FOR BUSINESS AND SCIENCE 





control, inventory control, data reduction, 
automatic filing, or other problems. A system 
may be created for you from standardized 
“building block” components, or we can 
make components to meet your needs, 


Computing services 


Through two electronic-computing cen- 
ters, Remington Rand offers you the advan- 
tages of the UNIVAC and the ERA systems 
on a service-bureau basis. The centers have 
solved problems of such diverse types as 
complex accounting and record keeping, in- 
volved statistical and personnel studies, and 
cross-indexing of complex catalogs, books, 
and timetables. 

One of the recent jobs handled by the 
UNIVAC center was a study of seasonal 
sales patterns and advertising timing. The 
3ureau of Advertising wanted a projection 
of 1954 monthly buying trends for 28 speci- 
fic lines of merchandise in stores across the 
nation. To do the calculations on this series 
of 336 trend lines with desk calculators 
would have taken about 200 man-hours. 
The UNIVAC computer made all the calcu- 
lations in just 3 and %4 minutes. 

Let us show you how to save time and 
money on one-time jobs, deadline jobs, un- 
usual jobs, and even routine jobs. 


Management seminars 


Through seminars and training courses 
Remington Rand will help you learn how tq 
apply electronic methods to your needs. Ir 
this way your organization can determine fo 
and thq 
economic considerations involved — includ 


itself the computer system needed 





ing choice between our rental or purchas¢ 
plans. Remington Rand will also train vou 
employees to operate the system efficiently 
For more information, write to Remingtoy 
Rand Inc., Electronic Computer Dept 
Room 1177, 315 Fourth Ave., New York 1 
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It's the talk of the trade! 


Simple, efficient, one-unit water-heater control provides close, even temperature 
regulation . . . cuts installation and service costs 


| lpawety the modern, com- 
pact gas control for wate: 
heaters that’s solving automat. 
ic control problems for a 
steadily increasing number of 
manufacturers. And small 
wonder — the Model 50 Gasa- 
pack and your burner can be 
installed or removed for ser- 
vice as a single unit. All parts 





are easily accessible for quick 
servicing or replacement. Not 
only that, this dependable con- 
trol gives you the safe, simple 
operation and uniform water 
temperatures that add _ real 
sales features to your heaters. 
Get all the facts about this 
trouble-free control. Write to- 
day for Bulletin G210. 

























Strap-on thermo bulb 
eliminates need for spud 
projecting into the tank. 
There's no possibility of 
water entering the gas 
line or of gas mixing 
with the water. 





Model 50 Gasapack can 
be mounted integrally 
with the burner. Thus, 
for servicing or install- 
ing, the complete as- 
sembly can be installed 


or removed as a unit. 





Only the Model 50 Gasapack gives you all these features 


@ COMPACT BODY SIZES... 


For Export: 13 E. 40th St., New York 16, N. Y., U.S.A. 


only 3% x 54% x 34%. 
ermits neat, compact heater design and installa- 
tion. 
PRECISION MADE of non-corrosive material. Posi- 
tive seal valve seats, impervious to all gases. 
LARGE BUILT-IN PILOT FILTER reduces pilot outages 
from impurities in gas. Capacity 3 cu. ft. of air 
per hour at 70° F. 
SIMPLE WATER TEMPERATURE CONTROL LEVER — 
easy to set for warm, normal or hot operation. 
CONTACT TYPE THERMO-BULB clamped to outside of 
water tank maintains precise temperature control 


with complete safety in operation. 
THREE-POSITION CONTROL KNOB regulates main 
and pilot valves. 

100% SHUT-OFF SAFETY PILOT mechanism closes 
valve if flame is extinguished. 

PILOT MOUNTINGS and pilot burners can be adapt- 
ed to any water heater or burner design. 

PILOT AND MAIN ORIFICES instantly removable 
from front of control. Fast, easy changeover for 
any type of gas. No need to remove or dismantle 
control to suit varying gas requirements, 


A-P CONTROLS CORPORATION 


2470 N. 32nd St., Milwaukee 45, Wisconsin 







In Canada: A-P Controls Corp., Ltd., Cooksville, Ontario 
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Recognized Everywhere... 





L-N CUSTOM -ENGINEERED 
ELECTRICAL EQUIPMENT 


» 


Alternator OC Generators 


Systems 


KS} 


g 


Regulators 


Cranking 
Motors 


e 


Small Motors Switches 





YOU CAN 
RELY on 


[eece- 
ieville 





WHEREVER YOU LIVE, you rec- 
ognize this view of Chicago, a great 
city, famed for its beautiful lake shore 
boulevards. And Chicago recognizes 
the Leece-Neville Alternator ...it is 
doing a great job there every day on 
cars and trucks of several utilities. 


Chicago is just one of many places 
where you will find L-N Alternators. 
They’re in Allentown, Amarillo, 
Portland, Montreal and hundreds of 
other city and rural utilities, large 
and small, here and abroad. 


More than seven years of reliable 
performance on thousands of cars 
and trucks has earned this wide ac- 
ceptance of the L-N Alternator as 
a replacement for the conventional 
d.c. generator. 


Because the L-N Alternator delivers 
25 to 40 amperes at curb idle, bat- 
teries stay charged, vehicles keep 
rolling, crews stay on the job. L-N 
Alternators have ample capacity to 


handle a big load of accessori¢ 
up to 95 amperes on 6G volt syst 
to 180 amperes for 12 volt. With 
L-N Alternator System, two- 
radio is sufer and clearer. 
maintenance and operating q 
are much lower. 


By attaching an L-N Transform 
the Alternator, 110 volt pow 
available. Your crews can pl 

soldering irons, flood lights, ele 
drills and other portable power t 
Send for special Transformer fa 


You can rely on L-N Alternato 
go on delivering top perform 
year after year with only ro 
maintenance. Transferred fro 
to car, many L-N Alternators 
run 500,000 miles and more. 


Be sure to specify L-N Altern 
on your vehicles. For ali the 
write The Leece-Neville Co., C 
land 14, Ohio. Custom-Engin 
Electrical Equipment Since 190 


L-N Alternators 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


“[ never thought of floors in relation to earning power” 








HERE'S WHAT THE ARCHITECT SHOWED 


' 
mS S SRR REA 








Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre- 
cut. Two men can lay 32 sq. ft. in 30 see 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 

the steel is ready. Steel construction gives 

a faster completion date. Completion time, 

not starting time, determines how soon 
your investment pays off. 


“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 








These are factors any investor can easily translate into terms Why Q-Floor keeps a building modern. 

of money saved. They mean more revenue over the years + sete - a 
. P Pp P " | crossed ov 

and earlier revenue right from the start. Let's look at the details—’ Hg am iy pode my yt oem 


electrical service, regardless of how many 
new business machines may be invented. 
An electrical outlet can be established on 
every six-inch area. It requires but a small 





Write for the simple facts — hole, takes literally only a few minutes. 
No muss with trenches. Tenants can have 
H. H. ROBE RTSON COM PA NY as many outlets, changed as often and 
2424 Farmers Bonk Building, Pittsburgh 22, Pennsylvania located exactly, as they please. Such per- 
manently flexible floor plans keep a build- 
Factories in Ambridge, Pe., Hamil Ont., Ett port, England ing permanently modern. The exterior may 
grow old-fashioned, but with live arteries . 
Offices in $0 Principal Cites es World Wide Building Servies of power in the floors, the building itself 
wil] never be electrically outmoded 
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AKE ADVANTAGE OF 


DELTA-STAR’S SUBSTATION EXPERIENCE 





to reduce engineering costs — save your time 


Delta-Star has been designing and building sub- 
stations for the nation’s expanding utilities for 
more than 30 years—and many of these stations 
have been repeat orders from companies who are 
more than satisfied with Delta-Star’s resources 
and service. 

DELTA-STAR has the knowledge based on proved 
design and engirteering skill, and has worked out 
a practical standardized system of handling 
which reduces the time required for planning, 
fabrication and shipment to a minimum. 


DELTA-STAR has the facilities. Component parts 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE EQUIPMENT SPECIFY DELTA-STAR 


DELTA-STAR ELECTRIC = 


for equipment are in stock ready for assembly. 
Structural steel is accurately cut and punched, 
then hot-dip galvanized under precise control in 
our own shops. Careful checking and marking 
before shipment insures a “‘custom”’ fit. 


Every detail from anchor bolts to switching 
equipment is covered by drawings in the con- 
struction folder for quick and easy erection. 


We shall be happy to consult with you on your 
substation requirements for any voltage rating 
and submit data on design, cost and delivery. 
Contact factory or nearest district office. 





H. K. PORTER COMPANY, INC. 
2437 FULTON STREET, CHICAGO 12, ILLINOIS GW 
DISTRICT OFFICES IN PRINCIPAL CITIES 





%, 
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KINNEAR 





Clear The Entire Opening 


You get full use of all doorway space 
when you equip openings with Kinnear 
Rolling Doors. They clear the doorway 
completely—from jamb to jamb and 
from floor to lintel. Even the floor, wall 
and ceiling space around the doorway 
remains clear and usable at all times. 


The doors rise straight upward, coiling 
above the lintel. Trucks, material, or 
equipment can be left within inches of 


—a«and permit full use of all floor and wall space at all times! 


the door curtain, both inside and outside 
the entrance, without blocking door ac- 
tion in any way. 


The rugged all-steel construction of 
Kinnear Rolling Doors assures an extra 
measure of protection against theft, in- 
trusion, storm damage, and fire. Kinnear 
Rolling Doors are built any size with 
manual, mechanical or motor operation. 
Write for complete information. 


The KINNEAR Manufacturing Co. 


2060-80 Fields Avenue, Columbus 16, Ohio 


1742 Yosemite Avenue, San Francisco 24, Calif. 


Offices and Agents in All Principal Cities 


SAVING WAYS 
IN DOORWAYS 












ROLLING DOORS 


Rolling Doors 
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<fRUCK OWNERS! You tell us 


at your present truck is worth 
Nfrade on a brand-new DODGE 


Fill ; - — form below, = it - 
—— your Dodge dealer! He’s anxious to trade an 
a (f Dit, will do his level best to meet your terms! 
No cost, no obligation! 


Here’s your chance to make the 
trade of a lifetime on a brand- 
new Dodge “Job-Rated” truck! 
And there’s no dickering, no 
—e about the bush! Just do 
this: 


Decide what you believe your 
present truck is worth. Put your 
trading price on the appraisal 
form below, tear out the form 
and mail it to your Dodge 
dealer. He’s anxious to trade, 
and will do his level best to 
meet the price you put on you 
present truck. If he can’t mee 
your price, there’s absolutel 
no obligation. If he can, you’ ve 
got a “‘name-your-own- -price’ 
feal! You’ve everything to gain 
nothing to lose, so mail the 
appraisal form today! 







































Dodge trucks give you: 
7 great engines with 
100 to 171 h.p. - Ad- 
vanced braking - No- 
shift Truck-o-matic 
transmission available 
in 14-, 34-ton models 
. Shorter turning than 
competitive makes 











(a 


Cut out and mail this appraisal 
form to your Dodge dealer! 
















Unusually low loading height - Com- or phone in the information 
pletely rustproofed sheet metal - Full- 
vision, solid-comfort cabs. (See Classified Section of Telephone Directory for address 


BERBER EERE ERE SS 
Save money every mile with 


Jab Rated: 
TRUCKS 


I have a_ truck, in 
(year, make, model) (good, fair, poor) 








condition. i think it is worth $________ina 
trade. I understand that you are not obligated 
to meet this price, nor am I obligated to accept 
it. 





Name 





Mailing Address 








poesesseseece 
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CEFFEL Hydraulic Turbines 


EFFICIENT * DEPENDABLE «+ SINCE 1862 


Another Leffel wh da Well Done... 











A view of the dam and powerhouse. 


The illustrations on this page show another instance where 
a Leffel turbine was specified for the expansion of existing 
hydraulic power facilities. For this installation a Leffel 
vertical propeller-type hydraulic turbine was used. Maximum 
rating 11,500 HP, under 67 ft. net head, speed 180 RPM. 

From initial design through final assembly a Leffel turbine 
receives the best in skill and attention. No effort is spared 
during production to provide the materials and workman- 
ship necessary for long, trouble-free service. 

Why not contact us today about engineering your turbine 
installation or rehabilitation? Our 91 years of hydraulic 
er experience are at your service. 


oe 1, 





The assembled turbine in the Leffel plant. Cast steel propeller-type runner, shown on the boring mill. 


fr THE JAMES LEFFEL & CO. 


DEPARTMENT Pe SPRINGFIELD, OHIO, U.S.A. 








MORE EFFICIENT HYDRAULIC POWER FOR SI YEARS 
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~— Mountain Telephone Association begins annual convention, Salt Lake City, Utah 
953. 








New England Meter Engineers end 2-day fall meeting, Casco, Me., 1953. 





{ Southern Gas Association, Transmission Section, begins round table on rights-of-way 
problems, Birmingham, Ala., 1953. 





| Controllers Institute of America begins annual meeting, Boston, Mass., 1953. 











poareneee Natural Gas Association of America begins annual meeting, Houston, 
Tex., 1953. 





National Electrical Industries Show begins, New York, N. Y., 1953. (ey 





| New England Water Works Association ends 3-day meeting, Poland Spring, Me., 1953. 





OcTOBER H 





| Pennsylvania Electric Association, Relay Committee, begins fall meeting, Dallas, Pa., 
1953. 





Southeastern Electric piechenae. Engineering-Operation Section, ends 2-day fall meet- 
ing, Pinehurst, N. C., 





{ United States Independent Telephone Association will hold national convention, Chicago, 
Iil., Oct. 12-14, 1953. 





American Water Works Association, Alabama-Mississip pi Section, begins annual meet- 
ing, Jackson, Miss., 1953. 





American Society of Mechanical Engineers begins fall meeting, Rochester, N. Y., 1953. 








Texas Mid-Continent Oil and Ges Association begins meeting, Houston, Tex., 1953. 








| National Association of Corrosion Engineers, South Central Region, begins ® 
meeting, Tulsa, Okla., 1953. 
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Right of Way Across the Susquehanna 


Air view of Columbia Gas System’s right of way for 16-inch pipeline near Hyner, Pennsylvania 
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Needed Reform for Utility 


Tax Depreciation 


In view of the current inflated prices and the deteriorated pur- 
chasing power of the dollar, the original cost dollar allowance 
does not protect the original investor from the consumption 
of his capital. This article shows graphically how such sys- 
tematic understatement of actual depreciation and overstate- 
ment of capital investment in terms of original cost dollars 
result in a tax levy on capital. A simple and fair method for 
adjusting the original cost dollar depreciation allowance for 
tax purposes is described. 


By F. WARREN BROOKS* 


Internal Revenue Code for de- 

preciation allowance is the origi- 
nal cost of the property to the taxpay- 
er. This basis does not meet the tests 
of economic soundness when there are 
significant changes in the purchasing 
power of the dollar. This basis for the 


, | \HE basis presently prescribed by 


*Vice president, The Cleveland Electric 
Illuminating Company. For additional personal 
note, see “Pages with the Editors.” 
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depreciation allowance has been found 
to be defective on two counts. First, it 
currently causes an unintended levy on 
capital in addition to the intended levy 
on real income, and, second, this un- 
due tax burden falls much heavier on 
some industries than on others. 
Depreciation, of course, is the wear- 
ing out or exhaustion of property in 
the operations of a business. This phys- 
ical aspect may be called the “eco- 
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nomic consumption” of property. The 
objective of the annual depreciation 
charges is to recover the costs of this 
economic consumption of property. 

Most commonly used is the straight- 
line method of depreciation account- 
ing. This should charge to each year’s 
operations the costs of a uniform per- 
centage of the total economic con- 
sumption of property which will be in- 
curred over the life of the property. A 
defect in the usual application of the 
straight-line method is in the deter- 
mination of the number of dollars to 
reflect this true depreciation expense. 

When there is a variation in the 
purchasing power of the dollar, the an- 
nual depreciation allowance when 
based on original cost either overstates 
or understates the portion of the total 
economic consumption intended to be 
charged to the year. 


e 


This is true because the change in 
purchasing power has destroyed the 
relationship between dollar amounts 
and corresponding amounts of prop- 
erty. 


HE example set forth in Table I 

below illustrates this. If a com- 
pany has 100 completely equipped 
power distribution poles, all having a 
20-year life, and each costing original- 
ly $100, it has made a total investment 
of $10,000. In order that the aggregate 
of the charges for depreciation to be 
made in each of the twenty years of 
the life of the poles will recover the 
costs of the economic consumption of 
the property, the dollar equivalent of 
one-twentieth or 5 per cent of the poles 
should be charged to operating ex- 
pense in each of the twenty vears. 
Thus it follows that for the deprecia- 


TABLE | 


HOW PRESENT ee. COST DEPRECIATION 


ALLOWANCE 


OVERS 100 POLES 


(Assumptions : 


re. cost investment of $10,000 covering 100 poles 


at $100 each, all having a life span of twenty years.) 


Dollars Allowed 
(Original Cost) 


i 


CONAUAWNHX B 


SEPT. 24, 1953 


Change in 
Dollar | Value 
100 

160 


Poles Which 
Should Be Covered 


Poles Covered by 
Dollars Allowed 


~ 
~~ | UMN 





NEEDED REFORM FOR UTILITY TAX DEPRECIATION 


tion allowance to equal the true de- 
preciation expense chargeable to each 
year, the annual allowance should be 
a sufficient number of dollars to be able 
at the then current prices to pay for 
5 per cent of the original batch of 
poles; that is, five poles. 

However, if the depreciation allow- 
ance is computed on the original cost 
basis, what happens? The resulting 
annual amounts of $500 for deprecia- 
tion allowance are the equivalent of 5 
per cent of the actual total economic 
consumption, or five poles, only in 
those years when the purchasing pow- 


= 


er of the dollar is the same as at the 
time of origin of the property. This is 
true only in the first, fifth, and sixth 
years in the example given in Table I. 


pee years the purchasing power of 
the dollar goes up. If it becomes 
twice as great, the $500 allowed will 
pay for ten poles ; that is, twice the eco- 
nomic consumption of property which 
should be charged. This is illustrated 
in the third year of the example in 
Table I. In this year and in other years 
where the purchasing power of the 
dollar is more than at the time of 


TABLE II 


DECLINE IN PURCHASING POWER OF THE DOLLAR 
(1893-1952) 


Purchasing 
Power of 
The Dollar 
1947-49 = 100 


Consumer 
Price Index 
1947-49 = 100* 


30.9 
30. 
30. 
30. 


0 
0 
6 
9 
9 
5 
7 
3 
3 
8 
5 
5 
7 
9 
4 


DR WW WD WD Ww www w 
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_ 
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130.9 
139.7 


SRRESES 
oO 


1922 


Purchasing 
Power of 
The Dollar 
1947-49 = 100 
137.2 
136.8 
133.3 
132.3 
134.8 
136.4 
136.4 
140.1 
153.8 
171.2 
180.8 
174.8 
170.4 
168.6 
162.9 
165.8 


Consumer 
Price Index 


Year 1947-49=100* 


1923 


1949 
1950 
1951 


1952 113.5 


*Prior to 1913, cost of living index of Paul H. Douglas, Historical Statistics of the United 


States 1789-1945, Bureau of the Census, Department of 


ommerce, page 235. Data 1913 to date, 


National Fact Book, National Association of Manufacturers, § D, page 2a 
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origin of the property, the result is 
clearly an enhancement of property as- 
sets through charges to expense. 

But when inflation occurs and the 
purchasing power of the dollar is cut 
in half, the $500 will pay for only 24 
poles ; that is, one-half the amount of 
economic consumption of property 
which should be charged. This is the 
case in the illustration from the tenth 
through the fifteenth years. The an- 
nual depreciation allowance in these 
years understates the true depreciation 
expense, and when continued results, 
as indicated in the example, in an un- 
recovered wasting away of the prop- 
erty assets. This is the more familiar 
pattern during these past years. 

The purchasing power of our dol- 
lar seldom stays the same from year 
to year, so the depreciation allowance 
based on the original cost of the prop- 
erty is almost never the right number 
of dollars to equal the true deprecia- 
tion expense. This in itself is inequi- 
table; but when there is a continued 
trend of the purchasing power of the 
dollar in one direction, the inequities 
become serious since there results a 
permanent loss or gain. 


| iy the example, the predominant 
trend during the life of the property 
was a substantial decline in the pur- 
chasing power of the dollar. There 
thus resulted a deficiency in the aggre- 
gate of the depreciation allowances so 
that the economic consumption of only 
76 of the 100 poles had been accounted 
for and allowed as expense in deter- 
mining taxable income during the life 
of the property. Yet all 100 poles were 
economically consumed. They are 
gone. They have lived their life. They 
have been retired. Thus there is a 
permanent loss to the extent that taxes 
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were based on income computed with- 
out deducting all of the costs which 
were actually incurred. 


This inequitable situation _illus- 
trated by the pole example will result 
whenever there is a decline in the pur- 
chasing power of the dollar from the 
levels existing at the time of origin of 
the property. 


A shown in the accompanying Table 
II (page 409), the actual trend of 
the purchasing power of the dollar in 
this country has been declining for 
sixty years. The decline since World 
War II has been rapid. 

Thus, currently, depreciation allow- 
ances under the provisions of the pres- 
ent Internal Revenue Code are signifi- 
cantly less than the true depreciation 
expense computed on a basis to proper- 
ly recognize the change in the pur- 
chasing power of the dollar. If, as we 
believe, and as the pole example shows, 
the latter is the true expression of the 
depreciation expense chargeable to the 
year, then the determination of true 
taxable income requires the deduction 
of the greater amount for the de- 
preciation allowance. 

It would then follow that in the de- 
termination of taxable income any de- 
ficiency in the deduction of deprecia- 
tion expense — due to its computation 
on an original cost basis — results in 
an inclusion in taxable income of capi- 
tal in addition to real income. 

Thus the use of the original cost 
basis for the annual depreciation al- 
lowance with the continued decline in 
the purchasing power of the dollar 
which has occurred, results in an un- 
intended tax levy on capital in addi- 
tion to the intended levy on real in- 
come. A tax which, under the guise of 
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TABLE III 


HOW USE OF ADJUSTED ORIGINAL COST BASIS COVERS 100 POLES 
(Assumptions: Original cost investment of $10,000 covering 100 poles 
at $100 each, all having a life span of twenty years.) 


Original Cost 
Dollar Basis 


1 $500 $100 
2 500 160 
3 500 200 
4 500 160 
5 500 100 
6 500 100 
7 500 80 
8 500 60 
9 500 60 
10 500 50 
1] 500 ° 
12 500 ° 
13 500 * 
14 500 ¥ 
15 500 * 
16 500 - 
17 500 * 
18 500 * 
19 500 ° 
20 500 * 





Change in 
Dollar Value 


Dollar Allowance 
Adjusted Original 
Cost Basis 
$ 500 

313 


Poles Covered 
On Adjusted Basis 


tettttttttununnunnnnn 


He eR HRHRH HHH 


*No forecasting of future price levels is involved. The number of dollars to be charged in 
each year is dependent upon the price levels in that year only. +Regardless of the purchasing 
power of the dollar, the equivalent number of poles actually charged to each year’s operations 
is 5; ie., exactly equal to the depreciation expense in terms of poles which properly should be 


charged to the year’s operations. 





an income tax, actually is in part levied 
on capital causes an undue tax burden. 

Now what does this mean to electric 
utilities ? The effect on the average for 
electric utilities is that the number of 
current dollars required to reflect the 
true depreciation expense properly 
chargeable to a current year is nearly 
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50 per cent greater than the number of 
dollars represented by the original cost 
depreciation allowance. 

As a result, for the average large 
electric utility in 1952, 83 per cent of 
the income taxes paid were levied on 
real income and 17 per cent were levied 
on capital. The undue burden for elec- 
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tric utilities then is really of substan- 
tial proportions. 


pe COEMEEENER, if the effects of this 
undue tax burden are of significant- 
ly different magnitude on various 
types of industries, the inequities 
caused are correspondingly more se- 
rious because they are discriminatory. 

The effects of the undue tax burden 
are significantly more adverse for 
some industries than for others. 

The effect is most severe on those 
industries with a large amount of 
property and plant in relation to an- 
nual revenues. 

Let us take, for example, three types 
of industries: one with a heavy plant 
ratio, one with a medium plant ratio, 
and one with a light plant ratio. Con- 
sider first the case of the heavy plant. 
There property and plant may be as- 
sumed at four times annual revenue 
in contrast with the case of the light 
plant where property and _ plant 
are one-half of annual revenue. The 
relative effects of the undue tax bur- 
den on these two cases at a time such 
as the present, when the true deprecia- 
tion expense may be as much as 50 per 
cent greater than the depreciation al- 
lowance based on original cost, are as 
follows : 


1. Each industry is subjected in 
some measure to an unintended tax 
levy on capital, and this undue tax 
burden takes eight times as great per- 
centage of gross revenues from the 
heavy plant industry, 

2. The increase in revenue required 
to offset the undue tax burden is thus 
eight times greater for the heavy plant 
industry. 

3. The percentage reduction in op- 
erating expenses necessary to offset 
the undue tax burden is 20 times 
greater for the heavy plant industry. 


SEPT. 24, 1953 


Note the effect on the heavy plant 
industry. In the case of the industry 
with light plant ratio, even though 
there is an undue tax burden, it is not 
much of a problem to offset it. It takes 
only a one per cent increase in revenue 
or a one per cent reduction in operat- 
ing expense to accomplish the offset. 
Not so with the heavy plant industries, 
however. There it takes an 8 per cent 
increase in revenues or a 22 per cent 
decrease in operating expenses to off- 
set the undue tax burden. The signifi- 
cance of the burden is thus of serious 
proportions for heavy plant industries, 


6 Bw range of plant ratios we have 
just discussed is about the range 
in ratios between utilities on the one 
hand and the average of manufactur- 
ing industries in general on the other. 
This is shown in the chart on page 413. 

Utilities typically have an invest- 
ment in property and plant equal to 
from three to four times annual reve- 
nue, while manufacturing industries 
on the average have a plant investment 
equivalent to less than one-half of an- 
nual revenues. 

Thus the adverse effects of under- 
statement of the depreciation allow- 
ance are greatest on the utility indus- 
try. 

Not only is the significance of the 
undue tax burden much greater be- 
cause of the heavy plant ratio, but the 
fact that the utilities are subject to 
regulation gives them less freedom to 
achieve an offset through increase in 
price than is experienced by unregu- 
lated industry in a free market. 

To a substantial degree it is as a re- 
sult of this combination of circum- 
stances that the utilities have not kept 
pace with other industries in maintain- 
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ing the purchasing power of earnings of industrial companies on the aver- 
and the purchasing power of the mar- age had increased 28 per cent, and pur- 
ket value of their securities. chasing power of market price of in- 
dustrial common stocks had increased 

pre™ 1940 to 1952 purchasing pow- 22 per cent. In the same period for 
er of the earnings forcommon stock utilities on the average, purchasing 
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UTILITY PLANT REQUIREMENTS COMPARED WITH OTHER INDUSTRIES 
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power of their common stock earnings 
had decreased 24 per cent. Purchasing 
power of the market price of their 
common stocks had decreased 27 per 
cent. 

Thus the basis presently prescribed 
by the Internal Revenue Code for the 
depreciation allowance causes an un- 
due tax burden on industry in general, 
and it discriminates against the heavy 
plant industries. 


FORTNIGHTLY 


No it is this writer’s contention 
that there is a sound remedy 
which will cure these defects by chang- 
ing the basis for depreciation allow- 
ance. 

As illustrated in Table III (page 
411), a better basis for the deter- 
mination of the depreciation allow- 
ance is available. It is an adjusted 
original cost to express that original 
cost in current dollars. This basis 
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TABLE IV 


DETERMINATION OF 


DOLLAR ALLOWANCE FOR ADJUSTED 


ORIGINAL COST DEPRECIATION—TYPICAL LARGE 
ELECTRIC UTILITY—YEAR 1952 


Surviving Assets 
At Book Cost 
By Year of 

Construction** 

Year 

1940 and Prior 

1941 

1942 

1943 

1944 

1945 

1946 

1947 

1948 

1949 

1950 

1951 

1952 


152,466 
18,321 - 
8,278 
7,159 
3,599 
4,875 
8,325 
19,335 
41,167 
34,742 
29,961 
29,431 
42,341 


Original Cost of Property and 
Plant at Year End 1952 
Corresponding Average of Plant 
3eginning and End of Year 
Depreciation Rate*** (Adjusted 
for Ratio of Depreciables 
to Total Property) 
Depreciation Allowance 
Original Cost Basis 


400,000* 
380,000 


2.74% 
10,400 


(Thousands of Dollars) 


Surviving Assets 
In Terms of 
1952 Dollars 
(Thousands of Dollars) 
(Rounded) 
(Col. 2 x 113.5 Col. 3) 


289,000 


Consumers’ 
P. ric é 


Index 
(1947-49 = 100) 
59.9 
62.9 
69.7 
74.0 
75.2 
76.9 
83.4 
95.5 
102.8 
101.8 
102.8 
111.0 
113.5 


Adjusted Original Cost of Property 
and Plant at Year End 1952 
Corresponding Average of Plant 
Beginning and End of Year 
Depreciation Rate*** ( Adjusted 
for Ratio of Depreciables 
to Total Property) 
Depreciation Allowance 
Adjusted Original Cost Basis 


584,000 
555,000 
2.74% 
15,200 


Adjusted Original Cost Depreciation Allowance Is 46% Greater 
Than Original Cost Depreciation Allowance 
Gross Income $19,200,000* x 1.48** — $28,400,000 Taxable Income 
Taxable Income $28,400,000 x 0.52 Tax Rate — $14,800,000 Income Tax 


*1952 property and plant and gross income are rounded average figures for the 40 largest 


electric utilities in the country. 


**Age distribution of property and plant and ratio of taxable income to gross income are 
based on The Cleveland Electric Illuminating Company experience. 
***Depreciation rate is based on weighted average typical lives for steam and hydro systems 


from Bulletin “F,” 
SEPT. 24, 1953 


page 61, of Internal Revenue Bureau. 
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avoids all of the difficulties of the pres- 
ent original cost basis, and will result 
in depreciation allowances in every 
vear which meet all the tests of eco- 
nomic soundness and equity regardless 
of the pattern or extent of changes in 
the purchasing power of the dollar. 

In fact, the only true current ex- 
pression of the actual original cost is 
the adjusted original cost expressed in 
current dollars. 

When the size of the measuring unit 
(purchasing power of the dollar) has 
changed, the true original cost can only 
be correctly stated by adjustment to 
show the same in terms of the new 
size of the measuring unit. 

Note that in the pole example in 
Table III, the number of dollars of 
depreciation allowance computed on 
the adjusted original cost basis, for 
each of the twenty years, is a sufficient 
number of dollars to be able to pay for 
five poles, or one-twentieth of the total. 
Thus the costs of a uniform percent- 
age of the total economic consumption 
of the property is charged to each year 
as intended. 

Accordingly, use of this basis re- 
sults in charging precisely the right 
total amount of economic consumption 
of property during the life of the 
property. In the case of the pole ex- 


ample the total economic consumption 
charged is the 100 poles — no more 
and no less. Thus use of this basis 
neither causes an unrecovered wasting 
away of property assets nor enhance- 
ment of property assets through 
charges to expense. And taxes are 
levied only on true taxable income. 

I wish to emphasize that no fore- 
casting of future price levels is in- 
volved. The number of dollars to be 
charged in each vear is dependent on 
the current purchasing power of the 
dollar in that year only. 


6 hn adjusted original cost can be 
determined in a simple and prac- 
tical manner. Such a method of deter- 
mination is illustrated in the computa- 
tions in Table 1V (page 414). 

This basis is both practical to em- 
ploy and equitable in result, regardless 
of the extent or character of changes 
in the purchasing power of the dollar. 
Accordingly, it is submitted that an 
amendment of the Internal Revenue 
Code to permit the use of an adjusted 
original cost basis for the determina- 
tion of the depreciation allowances 
should be seriously considered by Con- 
gress in connection with other charges 
being considered for a forthcoming 
revision of the general tax law. 





og © iy can the commissions provide the public and the 
utility industry with the caliber of regulation contem- 
plated by law unless commissions can be assured of the con- 
tinuity of personnel and policy which comes from experience? 
How can commissions expect to attract and retain experienced 
personnel unless they are fairly compensated?” 


—EvuGENE S. LOUGHLIN, 


President, National Association of 
Railroad and Utilities Commissioners. 
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A Management Development 
Plan for Utilities 


Questions of management development are gaining increased 
recognition by industrial and public utility companies as well 
as the colleges and universities. Many of the boys going into 
the universities nowadays are taking courses along that line. 
Here is the story of what one important utility company did to 
foster the growth of managerial talent and just how it was done. 


By THOMAS E. HURNS* 


FEW weeks ago, an executive of 
A a neighboring utility and I 
were seated together in the din- 
ing car of a New York-bound train. 
The conversation eventually evolved 
into a discussion of management de- 
velopment and his initial comment 
was, “I have never been subjected to 
more literature, more speeches at 
luncheon groups, conferences, or con- 
ventions, or more discussions on any 
one subject than I have on the subject 
of management development.” 

“The brochures of colleges and uni- 
versities which highlight courses for 
management people are constantly 
crossing my desk; the conferences I 
attend invariably include management 
development ; and current literature is 


*Secretary, The Detroit Edison Company. 
For additional personal note, see “Pages with 
the Editors.” 
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replete with information on the sub- 
ject.” And then a rather pointed ques- 
tion was asked, “Isn’t this another 
temporary frill or fancy program? 
Our businesses have progressed 
through the years without such pro- 
grams; why the sudden concern?” 

My companion’s thoughts, although 
far from original, were certainly 
realistic. 


i pe progress made by the utility 
industry—and by industry in gen- 
eral—is, perhaps, one of the primary 
reasons for this increased concern. Our 
businesses are much larger in terms of 
customers, employees, and plant. Ex- 
pansion—coupled with many social, 
political, and economic factors—has 
increased the complexities of the ex- 
ecutive’s job. 
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HE business executive is no long- 
er able to do the detailed planning, 
forecasting, or scheduling; he is no 
longer able to make the daily decisions 
required in business. He has found it 
necessary to delegate these manage- 
ment activities to his supervisory staff. 
Consequently, the executive’s main 
function is becoming more and more 
the development of people and not the 
direction of things. Further, the busi- 
ness executive is finding that the in- 
formal development processes em- 
ployed in the past are not adequate 
and that these processes must be re- 
fined into a planned, organized ap- 
proach to the development of his staff. 
Management development is not a 
program in itself. It is a basic function 
of management. In fact, it has been 
defined as “that portion of the total 
management function which concerns 
itself with the supply, maintenance, 
and improvement of management per- 
sonnel.” 

Management development has taken 
place — is taking place — in every 
business concern; for, as we meet with 
our supervisors, as we plan with them, 
as we help them to discharge their 
responsibilities more satisfactorily, 
and as we help them to solve their 
operating problems, so are we de- 
veloping them. 


management development is looked 
upon as a program in itself, as 
something apart from normal business 
activity, then it well may be a mo- 
mentary fad with few lasting results. 
However, if it is looked upon as an 
integral part of the manager’s job, 
management development becomes an 
organized, conscious approach to day- 
to-day management effort. 
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A Case Study 
} . poses discussing one planned ap- 
proach to management develop- 
ment, it might be well to describe the 
organization of the departments in 
which this case study was developed. 

The eight departments reporting to 
the secretary and general accountant 
are responsible for all accounting and 
bookkeeping functions of the com- 
pany, including taxes, registration 
statements, continuous property rec- 
ords, meter reading, metering, billing, 
and collections for more than one mil- 
lion customers. There are approxi- 
mately 1,100 employees in these eight 
departments. 

Each department is directed by a 
department head and an assistant de- 
partment head. The number of super- 
visors varies from seven in one depart- 
ment to twenty-two in another. Alto- 
gether there are 123 administrative, 
supervisory, and staff persons included 
in our management development ef- 
forts. 

The management development plan 
consists of four basic steps. These are: 
(1) appraisal, (2) review, (3) ap- 
praisal interview, and (4) develop- 
ment. 

None of these steps inject new re- 
sponsibilities into the requirements of 
good management. A good manager 
should always know how well his peo- 
ple are performing and what their 
capacities are. Thus the appraisal. He 
should keep his superiors informed 
about his employees. This is the re- 
view. He should tell his employees how 
they are getting along, where they 
stand, and what they should do to im- 
prove. This is the appraisal interview. 
He should follow up to detemine the 
effectiveness of training, to encourage 
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improvement, or to point out failure 
to improve. This is development. 

To repeat, none of these steps are 
new. The present plan merely for- 
malizes them, provides a more objec- 
tive and—we hope—better appraisal, 
and schedules and polices all steps so 
that none are neglected. 


| quemans In the appraisal, a de- 
partment head and his assistant 
and one, two, or three other persons 
of a higher management level than 
the supervisor being appraised dis- 
cuss the supervisor’s performance 
since his last appraisal. This appraisal 
group has as permanent members the 
department head and the assistant de- 
partment head, for they are directly 
responsible for the day-to-day activi- 
ties of the supervisor and_ thus 


are responsible for his continuing 


development. 

The appraisal is guided by the fol- 
lowing factors: (1) the results the 
supervisor has achieved during the 
past year or since his last appraisal; 
(2) the methods he has used to attain 
these results; (3) his personal qualifi- 
cations; (4) his potentialities; and 
(5) the specific action the department 
head is to take. Action is pointed to- 
ward improvement in the performance 
of the supervisor, development of 
additional skills and knowledge, and 


the correction of undesirable traits, 
so that the supervisor may accept 
increased responsibilities. 


HE appraisal session invariably 

begins with a somewhat varied 
expression of individual opinions. 
Through discussion these opinions be- 
come factual and are either agreed to 
by the group as a whole or are tossed 
out as not being accurate. Group dis- 
cussion and group agreement are thus 
the cornerstone of the appraisal proce- 
dure, insuring the supervisor against 
snap judgments or opinions sometimes 
made by one individual. 

Some critics of the group-appraisal 
technique have asked why it is neces- 
sary to spend so much time in discus- 
sion when a group of people can make 
individual estimates of a person’s 
abilities in a much shorter time. Per- 
haps the estimate can be made in- 
dividually in a shorter length of time. 
However, I am certain that the re- 
sultant evaluations will not be as 
accurate, will not be as complete 
as they are in the group-appraisal 
method. In addition, these discussions 
are a development device in them- 
selves. There has been a noticeable 
change in the attitudes of some mem- 
bers of the middle management group 
as a result of their sitting around a 
table and discussing supervisory per- 


“THE business executive is no longer able to do the detailed 
planning, forecasting, or scheduling; he is no longer able 
to make the daily decisions required in business. He has 
found it necessary to delegate these management activities 
to his supervisory staff. Consequently, the executive's main 
function is becoming more and more the development of 
people and not the direction of things.” 
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formances with persons from their 
own level and from levels above and 
below theirs. 


a In discussing results, the 
appraisal group considers what 
the supervisor has accomplished in 
measurable results since his last 
appraisal. What volume of work does 
the supervisor handle within his 
group? Is the quality of work up to 
standard? Does he meet his sched- 
ules? Has he simplified group rou- 
tines? Has he suggested improved 
methods? Has he stimulated his em- 
ployees to make job-improvement pro- 
posals? Does his group work together 
as a team? Does the supervisor ably 
represent the company to the employ- 
ees and customers? Is he reducing the 
relative costs of operating his group? 
These are some of the questions raised 
by the appraisal group, and the re- 
sultant discussions are decidedly based 
on facts. Production records, cost 
analyses, work standards, employee 
turnover, Overtime reports, and other 
factors of record are used to deter- 
mine the effectiveness of the super- 
visor in directing the work activity of 
his group. 


| lgpranngen The appraisal group 
then considers the methods the 
supervisor uses, the way he goes about 
his job, the things he does or does 
not do that determine his accomplish- 
ments, his results. How does he plan 
and organize his work? Does he fol- 
low up on activities? How does he 
handle detail? How does he train and 
develop his people? Does he delegate 
responsibility? Is he conscious of 
costs? Does he guide or dictate? 
What are his work attitudes? 
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Thus analysis is necessary; for, if 
the department head is to improve the 
results attained by the supervisor, then 
he and the appraisal group first must 
determine how the supervisor does his 
job. Then the supervisor’s good meth- 
ods may be built on and his poor 
methods may be altered. 


pene Qualifications. The third 
area discussed is the supervisor’s 
personal qualifications as they per- 
tain to his job. Does he have an ade- 
quate, thorough, or limited knowl- 
edge of the work in his group, in the 
department, in the group of depart- 
ments? What experience does he 
have? Does he have the capacity to 
deal competently with new situations, 
the capacity to learn? Does he exer- 
cise sound judgment or does he jump 
at conclusions? Does he have initia- 
tive? To what degree? Does he have 
the ability to deal effectively with peo- 
ple, to select good personnel, to de- 
velop people? What are his over-all 
supervisory abilities? 

After the supervisor’s personal 
qualifications are evaluated, the group 
decides on his most noticeable weak- 
ness and his strongest single qualifica- 
tion. This technique is used to force 
the appraisal group to “dig deeper” 
in the evaluation of the individual. 
Many times the group will decide that 
the individual’s most noticeable weak- 
ness, as an example, is his inability to 
work co-operatively with the other 
supervisors in the department ; and, on 
reviewing the list of general qualifica- 
tions, the members will discover that 
they had not mentioned this factor. It 
is another of a series of “checks and 
balances” in the procedure. Further, 
it highlights the quality on which the 
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The Value of Group Discussions 


ae HE appraisal session invariably begins with a somewhat varied 

expression of individual opinions. Through discussion these 

opinions become factual and are either agreed to by the group as a whole 

or are tossed out as not being accurate. Group discussion and group 

agreement are thus the cornerstone of the appraisal procedure, insuring 

the supervisor against snap judgments or opinions sometimes made by 
one individual.” 





department head can anchor his devel- 
opment efforts and determines the area 
in which the supervisor needs the most 
help. 


| greg The appraisal group 
then determines the supervisor’s 
potential What is the next step 
ahead? Does he have potential be- 
yond this step? Does he first have 
to improve in his present job before 
being considered for advancement? Is 
he ready for advancement now, or 
is further training and experience 
necessary ? 

Following this decision, the group 
checks the current status of the super- 
visor. In other words, is he immedi- 
ately promotable, promotable, satis- 
factory, questionable, or unsatisfac- 
tory? 

There is no intention of “peg- 
ging” the individual. His current 
status is merely the appraisal group’s 
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personal evaluation of the supervisor’s 
potentialities. The current status of an 
individual could change in a year’s 
time or less and it often does change. 
The current status of all management 
persons provides a concise inventory 
of managerial talent. 


; zg After the appraisal group 
has discussed the supervisor’s 
results, the methods he uses, his per- 
sonal qualifications, and his potential, 
the members of the group consider 
the specific development steps which 
might be taken to help the supervisor 
improve his performance. Actually, 
the group merely serves in an advisory 
capacity, since the department head is 
individually responsible for the devel- 
opment of the supervisor. 


oo. When all management 
persons in a given department 
are appraised, the department head 
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appears before a review board com- 
posed of the administrative heads of 
the eight accounting departments. 


ge department head brings with 
him to the review meeting an or- 
ganization chart of his department that 
is color-coded to show the current 
status of each of his supervisors ; that 
is, whether they are promotable, satis- 
factory, or unsatisfactory. At a glance 
the review board can _ see _ the 
“strength” of the department. If all 
the supervisors are only satisfactory, 
then obviously the department has no 
reserve strength at the present time; 
no one has the ability to carry on the 
responsibilities of the department head 
or those of his assistant should either 
of them leave the department. How- 
ever, if a department has two or three 
persons designated as promotable, that 
department has good reserve strength. 

The department head has with him 
his appraisal book, which contains the 
written summary appraisal of each of 
his supervisors along with a descrip- 
tion of each job and a sheet which 
lists the supervisor’s personal history 
—age, education, company experience, 
and so forth. The department head 
recounts the appraisal of each of his 
supervisors. He is questioned on any 
facet of the appraisals, of his organi- 
zation, of departmental routines, and 
of procedures. 

This method permits the members 
of the review board to know each 
supervisor much better than they did 
previously when their knowledge was 
based entirely on casual contacts with 
the supervisor or on brief performance 
reports by the department head. On 
occasion, original impressions of the 
supervisor’s capabilities are changed 
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when the considered opinions of the 
appraisal group are made known. 


Gx the review board’s primary 
concern is for the development of 
the individual supervisors, the board’s 
main questioning is channeled toward 
the department head’s plans for im- 
proving the performance and capabili- 
ties of those who report to him. If the 
department head tells us that one of 
his supervisors is unsatisfactory, we 
want to know why. We also question 
what he has done to help the super- 
visor improve his performance and 
what he plans to do in the future. 

Some department heads have done 
a little squirming when faced with 
these questions. However, we are cer- 
tain that they will have ready and 
realistic answers when the questions 
are asked of them during the next re- 
view, because their appraisal is based, 
in part, on their ability to evaluate the 
performance and potentialities of their 
subordinates and on their ability to 
develop the latent abilities of their 
people. 

During our first round of apprais- 
als, one of the department heads 
appeared before the review board with 
a chart which showed six out of four- 
teen supervisors as being promotable 
and the remainder as satisfactory. At 
first glance, this department appeared 
to be in very good shape. However, 
we had had indications in the past that 
some of these supervisors were not 
meeting a reasonable performance 
standard. Also, in comparison with 
departments already reviewed, this de- 
partment seemed to be “out of line” as 
to the abilities of the supervisors. 

As the department head recounted 
the appraisals to us, we soon dis- 
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covered that the appraisals were un- 
realistic. He had gilded the appraisals. 
He had refused to face his problems. 
We chided him for his complacency 
during the review, and his subsequent 
appraisal left little doubt that he had 
seriously neglected an important part 
of his management duties. 


HE Appraisal Interview. After 
the department head is appraised 
—and this is a session separate from 
the review—his appraisal is discussed 
with him; and he, in turn, discusses 
the individual appraisals with each of 
his supervisors. The written appraisal 
is used merely as a guide for the 
department head to follow. He does 
not read the appraisal, nor does he 
show it to the supervisor. He does, 
however, stick to the main facts as 
agreed to by the appraisal group. 
This interview is not a monologue 
carried on by the department head. It 
is a true discussion between the super- 
visor and his boss in which the super- 
visor’s performance is_ thoroughly 
covered and his potentialities are re- 
viewed in a general way. The super- 
visor is not told that he is promotable 
or unsatisfactory, for this classifica- 
tion is only temporary. Nevertheless, 
as the discussion progresses, the super- 
visor has a good understanding of how 
he stands. 
A supervisor might take exception 


to some of the findings of the appraisal 
group; however, since the appraisal is 
based on facts and agreed to unani- 
mously by three or four or five per- 
sons, the supervisor soon realizes a 
responsibility to correct his obvious 
deficiencies. We realize that the super- 
visor sees his job from a different level 
than his department head or the other 
members of the appraisal group. These 
discussions are invaluable in bringing 
about a better understanding between 
the supervisor and the department 
head in all aspects of the supervisor’s 
job. 

It is in the appraisal interview that 
the department head and the super- 
visor first plan the development steps 
necessary to improved performance. 
The department head, through discus- 
sion, creates a desire in the supervisor 
to change his method of operation, to 
broaden his experiences, or—perhaps 
—to enlarge his educational back- 
ground. If the supervisor wants to 
improve his performance and asks 
how he can do it, then a very long 
stride has been taken toward actual 
accomplishment. 


sane puht The development 
stage of our procedure is not as 
clearly defined as are the appraisal, the 
review, and the appraisal interview. 
Actual development has its beginning 
in the appraisal interview, it grows 
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“SINCE management development is part of normal opera- 
tions and is not a controlled experiment, it is difficult to 
measure increased efficiency as a direct effect. Other man- 
agement techniques come into play and are sharpened con- 
currently. However, a planned approach to management 
development has made a definite contribution to increased 
operating efficiencies and a reduction in costs,” 
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through a series of experiences, and it 
is never-ending. 

The development techniques em- 
ployed by the department heads are 
based on individual needs; no one 
technique or formula is adequate or 
desirable. 

The department head, knowing the 
needs of the supervisor, can coach him 
in his day-to-day contacts. He may 
plan a series of “guided experiences” 
for the supervisor ; he may involve the 
supervisor in departmental planning 
or assign a research project to him; 
or he may assign him to a different job 
in order to broaden his experience. 
This in-plant development may be 
supplemented by university or cor- 
respondence courses, by memberships 
in professional organizations, or by 
participation in conferences, to give 
only a partial list of developmental 
techniques. 


Evaluation 


B Bow. in brief, is our planned 
approach to management devel- 
opment. We have found it to be a very 
workable, a very valuable procedure. 
We first started our appraisals in late 
1949, and we have recently completed 
appraising our supervisors for the 
third time. 

How the Company Has Gained. 
Many specific benefits were immedi- 
ately apparent to us; and, as we gain 
experience with the plan, additional 
benefits accrue. 

Meeting Job Requirements. First 
of all, each supervisor now has a 
good understanding of what is ex- 
pected of him, and he knows how he 
is living up to these expectations. 
Prior to the inauguration of our plan, 
we thought that all our supervisors 
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knew these basic facts, but actual 
problems arose that disproved our 
thinking. I remember the time (and 
this was only one of many such cases) 
when one of the department heads 
bypassed a supervisor for promotion 
when that supervisor expected and 
anticipated taking another step up the 
management ladder. This supervisor 
had shortcomings—and had had them 
for some years—which were not called 
to his attention in a direct manner so 
that he might attempt to rectify them 
and to qualify himself for promotion. 
Perhaps he could not have completely 
equipped himself to discharge the 
additional responsibilities; but, if he 
had been told how he was doing, and 
if he had been given an opportunity 
to improve his performance, his fail- 
ure to win the promotion would have 
been much more understandable to 
him. We feel that our present plan 
will keep this sort of thing from 
happening again. 


| eames of Management Abil- 
ity. To enlarge on this same 
theme, the department heads know 
their supervisors much better than 
they did previously; and I know the 
department heads much better, since 
we all have had the benefit of other 
people’s opinions as to the capabilities 
of the persons who report to us. This 
is important both to the individuals 
and to the organization. Several 
supervisors who were thought of as 
having little potential are now con- 
sidered promotable to higher manage- 
ment positions. This, of course, has 
expanded our pool of available 

executive talent. 
Improved Communications. We 
have achieved a greater degree of 
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understanding between the various 
levels of management. The basic ele- 
ments of our plan are designed to im- 
prove communications up, down, and 
across the organization and to bring 
about the sharing of experiences. 


| igang Management Perform- 
ance. The supervisors and de- 
partment heads have improved their 
daily job performance — some more 
than others. I dare say that there is 
not a single supervisor who has not 
improved his performance to some de- 
gree. 

As a whole, they are planning 
and scheduling their work better ; they 
have improved their skill in motivat- 
ing their employees to a higher degree 
of job proficiency and have imbued the 
minds of the employees with a greater 
degree of job satisfaction. 

Increased Efficiency. Since man- 
agement development is part of 
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normal operations and is not a con- 
trolled experiment, it is difficult to 
measure increased efficiency as a direct 
effect. Other management techniques 
come into play and are sharpened 


concurrently. However, a planned 
approach to management development 
has made a definite contribution to 
increased operating efficiencies and a 
reduction in costs. 


Conclusion 


7 plan in use in the accounting 
departments, and in many other 
cperating units of Detroit Edison, is 
ideally suited to our needs and to our 
organization. It is one of many 
possible approaches to management 
development. 

The business executive is accepting 
more and more the responsibility for 
developing ail persons who report to 
him to the fullest extent of his 
individual abilities. 








ee oe the electric industry in the United States has 
great opportunities and along with these opportunities 
much greater responsibilities, Much has been said about the 
way our industry has been undermined by the growth of social- 
istic policies and the twenty years of attacks by proponents of 
government power. But I, for one, believe we grew strong, 
we recognized our weaknesses and are facing the future with a 
greater depth of understanding because of these opposing 
forces. We know that the answer to ‘cheap government power’ 
is cheaper, more reliable, less political, more businesslike, and 
more imaginative private power. Our companies have never 
been financially stronger, servicewise more capable, and earn- 
ingswise more attractive than they are today.” 


—B. L. ENGLanp, 


President, Atlantic City Electric Company. 
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Japan Seeks Dollars for 
Power Expansion 





PART II 


Since VJ-Day, Japan has received major economic assistance 

from the United States for rehabilitation and relief. That coun- 

try’s power facilities are unequal to the needs of the future 

and much of its existing generation and distribution facilities 
are in need of repair and modernization. 


By HERBERT BRATTER* 


APAN’S electric rate structures are 
complicated. Representative is 
that of the Tokyo Electric Power 

Company. Its rates in 1952 came under 
six categories, each with its own sched- 
ule and this sometimes varying as 
between winter and summer. The six 
categories were: 


Flat-rate lighting 

Meter-rate lighting 
Large-consumer lighting 
Commercial light and power 
Small power consumer 
Large power consumer 


The flat-rate lighting rate consisted 
of a basic rate plus a graduated light- 
ing charge increasing with the watt- 


*Economist and business author, resident in 
Washington, D. C. 
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age; and graduated charges for appli- 
ances. Meter-rate lighting charges, 
also graduated, varied as between sum- 
mer and winter. Large power con- 
sumers received winter and summer 
off-peak discounts based upon a com- 
plicated formula said to aggregate 70 
per cent. 

Allocation by the Public Utilities 
Bureau is done at headquarters accord- 
ing to groups of industries. Individual 
company allocations are then made by 
PUB’s field offices. Consumers using 
less than 3,000 kilowatts during the 
base period July 1, 1949-June 30, 1950, 
receive a percentage of their base con- 
sumption. 


| D gaat increases which have been 
granted since the war, electric 
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power rates in Japan need to be raised 
substantially. The rates are far below 
comparable rates in the United States. 
For example, if the rates of the Tokyo 
Electric Power Company are in each 
case taken as 100, the rates of selected 
American utilities for selected services 
are as shown in table below. 

Japanese company rates differ ac- 
cording to cost of production, but to 
some extent the differences are modi- 
fied by official policy. In the view of 
the Federation of Electric Power 
Companies, the existing rate structure 
development of new power plant proj- 
ects is “quite impossible.” Beyond 
that, the rates do not allow adequate 
depreciation to build reserves for re- 
placement. Offsetting this somewhat, 
it is admitted, is the fact that the debt 
of the companies may be serviced 
without adjustment for the inflation 
Japan has experienced; also a consid- 
erable amount of surplus capital has 
accrued to the utilities through revalu- 
ation of properties. This is a source of 
latent strength. 


Much Capital Needed 


oo not all estimates agree as 
to the amount of expansion of 


power needed by Japan, everything 
points to the need of large amounts 
of capital, a good part of which it is 
hoped can be obtained from the United 
States. The findings of F. Douglas 
Campbell, already cited in Part I, 
merely bear out the conclusions of the 
Japanese themselves. 
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Lighting 20 KW 


Consolidated Edison Co. 
Commonwealth Edison Co. ...............-. 
Detroit Edison Co. 
Pacific Gas & Electric Co. ....... 
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Asked for comment on Japan’s de- 
sire for dollar aid in the development 
of its power resources, Japanese Min- 
ister Takeshi Watanabe in Washing- 
ton stated to Pustic UTILitTIEs Fort- 


NIGHTLY : 


It is not only for the benefit of Japan 
but also for the benefit of the rest of 
the free nations to build up Japan’s in- 
dustrial productivity in order to make 
her the workshop of the Far East. 
Japan’s production is already 40 per 
cent above the prewar level, and she 
still has enough labor and will to work 
as well as skill to master modern tech- 
niques. What she needs to do is to 
break the bottlenecks to further indus- 
trial development. 

One of the bottlenecks is the limited 
supply of energy. Japan’s indigenous 
oil production is insignificant. She has 
low-grade steam coal but practically no 
coking coal. Her only source of energy, 
which is abundant, is her water power, 
In this field we can expect consider- 
able expansion. It is also possible to 
expect more efficiency in thermal gen- 
erating electric power by introducing 
newly developed techniques. 

Another bottleneck which stands in 
the way of a further increase of pro- 
duction is the lack of capital. Since 
Japan lost her capital by the war, the 
Japanese government is trying hard to 
encourage new accumulation of capi- 
tal by introducing various measures, in- 
cluding tax revision. But capital for- 
mation is a slow process and where the 
capital is short, the interest rate is high. 
In Japan, commercial banks often 
charge 10 per cent per annum for in- 
dustrial loans. 

Under such a situation, it is only 
natural that many Japanese industrial- 
ists wish to have foreign investments. 


Commercial Power 
5,000 KWH (Summer) 


Metered Rate 


258 336 
165 288 
180 354 
170 167 
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We know, however, we cannot induce 
foreign capital only by wishing for it. 
We have to create such a climate which 
will be inviting to foreign investors. As 
one of the steps, the Japanese govern- 
ment undertook negotiations with 
bondholders of prewar Japanese bonds 
and decided to pay every cent, includ- 
ing interest in arrears of the bonds, Be- 
fore the war Japan and Finland were 
known as the only countries which had 
never defaulted in their financial obli- 
gations. 

We are also aware that, at present, 
private capital in this country is still 
hesitant to make foreign investments. 
It is encouraging, however, to know 
that the World Bank and the Export- 
Import Bank are both interested in 
Japanese development, especially in the 
electrical industry. With the limita- 
tions under which these banks are op- 
erating, I am honestly hoping to de- 
velop some practical plan which will 
help develop Japanese industry and 
thus contribute to the whole free world. 


b peasnin desire to become self-sup- 
porting and to gradually raise the 
standard of living cannot be achieved 
without a substantial increase in the 
production of electric energy. The 
Economic Stabilization Board in 1951 
estimated that, with the population 
growing at the rate of 1.5 per cent an- 
nually and with a 2-per-cent-per-year 
improvement in the standard of living 
as a goal, by 1956 industrial produc- 
tion would have to be raised to 190 
per cent of the 1932-36 level. For that 
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purpose the supply of electric energy 
then available was quite inadequate, 
and, moreover, too irregular to be 
counted upon. At the time of the above 
estimates the unusually small rainfall 
had caused a 20 to 30 per cent short- 
age of power, with the result that fac- 
tories were having to suspend opera- 
tion two days weekly. 

Although Japan has high potential 
hydro power possibilities, owing to 
the steep terrain, less than a third of 
the potential has been developed. The 
Industrial Bank of Japan states it to 
be the consensus that the undeveloped 
potential be developed through dam 
construction on such a scale as to make 
possible integrated management of the 
rivers. While Japan has sought the 
technical advice of American engi- 
neering consultants and hopes for fi- 
nancial help from this country, the 
Japanese of course intend to raise 
what capital they can at home; but 
without outside money the goals won’t 
be reached. In this connection the In- 
dustrial Bank of Japan has stated : 

. . , Procurement of the necessary 

funds will be the biggest factor which 

will determine the size of the projects 

... (1) In view of the nature of the 

projects, there is need to continuously 

raise long-term equipment capital for 

a considerable length of time, and (2) 

owing to the shortage of accumulated 

capital in postwar Japan, there is very 
little capital available for use in such 


“ALTHOUGH Japan has high potential hydro power possi- 
bilities, owing to the steep terrain, less than a third of 
the potential has been developed. The Industrial Bank 
of Japan states it to be the consensus that the undeveloped 
potential be developed through dam construction on such a 
scale as to make possible integrated management of the 
rivers.” 
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roundabout production. While it is not 
impossible to raise a part of the re- 
quired funds through the future efforts 
of private enterprises and/or through 
governmental measures, especially in- 
vestment of Treasury funds, it should 
be recalled that, even in the prewar 
period when there was a relatively 
abundant supply of funds, long-term 
industrial capital for financing new 
projects was raised by floating loans 
abroad in the form of Industrial Bank 
of Japan debentures or foreign cur- 
rency bonds in the case of electric 
power companies. 

With the present standard of living 
at 80 per cent of the not too high pre- 
war level, at which time Japan was 
criticized for her cheap labor, much 
cannot be expected for some time from 
increased investments through savings 
by austere living. On the other hand, 
an artificial creation of funds necessary 
to finance the huge projects is fraught 
with the danger of immediately devel- 
oping inflation in this country, 

In any case, so long as the develop- 
ment program is considered necessary 

. it is probable that some degree of 
sacrifice will have to be undergone. 
Should the most-expected financial aid 
from the United States not be realized, 
the funds procurement program will 
have rough sailing. 


Long-range Plans Revised 


I’ 1952 the Economic Policy Board 
reportedly “finalized” a _ revised 
version of the 5-year power develop- 
ment plan, based on certain industrial- 
production targets calculated to raise 
the mining and manufacturing index 
to 176 per cent of 1934-36. The initial 
increase in power is to come from the 
development program of the nine elec- 
tric power concerns. That to be under- 
taken by the Electric Power Develop- 
ment Corporation will take longer but 
make the greater contribution in the 
end, according to a press report. A 
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moderate r6le in the plan is assigned to 
local governments and private compa- 
nies. Taking the development plan as a 
whole, the largest expenditures will 
fall in the three years starting March 
31, 1953. 

The government’s projected power 
program for the five years 1952-57 
would provide 3,981,300 - kilowatt 
hydro capacity and 1,480,500 thermal 
capacity. The cost would be an esti- 
mated 460.1 billion yen for generating 
facilities, 301.6 billion yen for trans- 
mission and distribution facilities, and 
91 billion yen for improvement of ex- 
isting facilities—all of which adds up 
to a cost of about $2.5 billion. 

In view of Mr. Campbell’s state- 
ment that present plans are inadequate, 
the somewhat more ambitious pro- 
posal prepared last year by the Fed- 
eration of Electric Power Companies 
for submission to the World Bank 
may be noted. The federation calcu- 
lated the requirements of a 5-year con- 
struction program as more than a tril- 
lion yen, as follows: 


Funps NEEDED FOR 5-YEAR CONSTRUCTION 
ROGRAM 
(In Millions of Yen) 


Generating equipment : 








_ __. Ree 450,000 
MEE ood eaevada vies sakes ,000 
ME dos bus acausedawsnees 540,000 
Transmission lines, substations, 
distribution lines, and general 
GR ee pe A Ae ,000 
Total required funds ........... 1,080,000 


Extensive Modernization Planned 


wo the capital it hopes to raise 
abroad and at home the Japanese 
power industry would make extensive 
improvements in its electric power sys- 
tem. In the opinion of the Federation 
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Survey Findings Summarized 


HE basic findings of the first semiannual power survey are 
officially summarized in the report as follows: 


CAPABILITY of the nation’s electric power systems at the time 
of the annual December peak load will increase from appro.xi- 
mately 6,300,000 kilowatts in 1952 to 8,900,000 kilowatts in 
1957 under median hydro conditions if additions to generating 
capacity planned up to October, 1952, are carried out according 
to schedule. 

PEAK Loap for the country as a whole, on the basis of un- 
restricted use of electric power, will increase from an estimated 
7,800,000 kilowatts in 1952 to 10,400,000 kilowatts in 1957, 
an average annual increase of about 6.6 per cent. Actual peak 
loads that can be carried during this period will be dependent 
upon the capability available. 

DEFICIENCY in peak capability at the time of the December, 
1952, peak load is estimated as about 1,500,000 kilowatts. This 
deficiency will become less as presently planned new power 
projects are brought into service. However, curtailment will 
continue to be necessary until additional new power projects 
now contemplated can be undertaken and until improved bal- 
ance between thermal and hydro sources can be established. 
ENERGY requirements of the nation on the basis of unrestricted 
use of power will exceed the annual energy output for the year 
1952 by almost 11 per cent. This deficiency will decrease during 
the immediately following years but will not be eliminated until 
the present construction program can be greatly expanded. 
MANUFACTURING Capacity of the country for the production 
of heavy electric power equipment is adequate not only to meet 
the normal home needs but for the export of a considerable 
amount of equipment. New license agreements with leading 
manufacturers abroad provide for the production of equipment 
of advanced designs. The estimated full manufacturing capacity 
for the production of electric-generating equipment is 3,000,000 
kilowatts per year. 
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of Electric Power Companies, steam 
generation in Japan can be only sup- 
plementary to hydro generation. Fu- 
ture hydro development should include 
“hydro plants with regulating ponds 
and either steam power plants or the 
reservoir-type power plants in proper 
. ratio.” Because of the time needed 
to build hydro plants, an early start is 
important. Meanwhile, to meet the im- 
mediate needs, steam plants should be 
constructed. Almost all present steam 
plants in Japan are obsolete and ineffi- 
cient. Modern steam plants should be 
substituted as fast as possible. 


o counteract the high price of 
Japanese coal, mining should be 
mechanized and otherwise stimulated ; 
coal price fluctuations should be 
checked. In the absence of a great re- 
duction in shipping rates or the avail- 


ability of mainland Asiatic coal, con- ° 


tinued importation of foreign coal is 
too costly. Modernization of the 
steam plants will reduce coal costs. A 
plan to use low-grade coal in or near 
the coal-producting regions may re- 
duce the cost of steam power genera- 
tion. Increased use of oil and rail- 
road electrification can contribute to 
a solution of the coal problem. 

To reduce the power loss, which in 
1951 was fixed at 27.5 per cent, the 
federation listed a series of steps. In 
the next five years the industry planned 
to spend 30 billion yen for such ends 
as raising transmission voltage from 
30 to 60 kilovolts; installing larger 
conductors and additional lines ; build- 
ing high-tension transmission lines 
into load centers; and increasing and 
improving condenser capacity. 

Distribution voltage will be in- 
creased ; the number of circuits will be 
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increased ; and distribution equipment 
generally will be modernized and im- 
proved. By building more substations, 
the length of transmission lines will 
tend to be shortened. Single-phase 
3-wire distribution will be adopted 
throughout. Theft of power by flat- 
rate consumers will be checked by use 
of current limiters and integrating 
watt-hour meters. 
Electric Power Survey Organized 
| grin ee after the American prac- 
tice, Japan has instituted a semi- 
annual electric power survey, the first 
report of which, dated October, 1952, 
appeared last November. The survey 
was inaugurated with American help. 
At the Japanese government’s request, 
the Edison Electric Institute nomi- 
nated two members to go to Japan for 
the purpose: F. Douglas Campbell of 
The Detroit Edison Company, and Le- 
roy L. Hinckley of the Pacific Gas 
and Electric Company. They spent 
from September 6th to November 19th 
in Japan. 

To make this and subsequent sur- 
veys, Japan created the Japan Electric 
Power Survey Committee, represent- 
ing the utilities, users, and equipment 
manufacturers. Its first report ap- 
peared in Japanese and English edi- 
tions. Adoption of this survey is re- 
garded as a significant forward step 
in the collection of periodic data so 
essential to proper economic planning, 
review, and analysis. The report em- 
braces the electric power situation and 
production schedule and production 
capabilities for the manufacture of 
heavy electric power equipment in 
Japan. 

The survey team termed Japan’s 
electric power situation as “very 
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acute.” This it attributed to increas- 
ing demand and lack of an adequately 
balanced power supply. Unless some 
corrective measures are taken to in- 
crease generating capacity, the na- 
tional industrial strength will be im- 
paired, the report observed. In the 
realization of the problem the Japa- 
nese government and the electric pow- 
er industry stress the importance of a 
progressive power development pro- 
gram. 


Manufacturing Capacity Not 
Fully Engaged 


Pye Japan’s manufactur- 
ing facilities for heavy electric 
power equipment, Japan’s first power 
survey report, issued in November, 
1952, is optimistic. Japan has the fac- 
tories and the labor force as well as 
most of the required materials, it 
states. “Most types of materials re- 
quired are available in Japan and at 
present only those required for certain 
parts of high-pressure, high-tempera- 
ture steam turbines and boilers must 
be imported.” 

During the past two years manufac- 
turers have been engaged in a program 
of plant expansion, replacement, and 
modernization of production facilities 
at a cost of about $3,500,000. Provi- 
sion has been made for more rigid con- 
trol of manufacturing processes, im- 
provement in the quality of output, and 


lower production costs. Units of larger 
individual capacity may now be manu- 
factured. Japanese manufacturers, 
moreover, have arranged licensing 
agreements with American, Swiss, 
Swedish, and German firms covering 
generators, steam turbines, boilers, 
hydraulic turbines, and auxiliary 
equipment. These arrangements will 
enable Japan to improve the quality of 
its electric power equipment. 

The total capacity of generators for 
steam turbines on order in Japanese 
plants on October 1, 1952, was 342,- 
350 kilowatts, 19 per cent of which 
was for industrial firms and the rest 
for utilities. During the preceding 
twenty-one months the capacity 
shipped was 245,700 kilowatts, 32 per 
cent of which went abroad. As of Oc- 
tober Ist there were no export orders 
on hand. Production capacity open for 
additional orders in 1953 was then 
given as 460,000 kilowatts and for 
1954, 1,000,000 kilowatts. About half 
of the latter is available for the pro- 
duction of units of 50,000 kilowatts 
and larger. 


we is true of capacity for gen- 
erators for steam turbines is true 
also of capacity for making generators 
for hydraulic turbines, steam-genera- 
tor boilers, steam turbines, hydraulic 
turbines, power transformers, and the 
like. To quote the report : 


7 


“THE main task of modernizing and expanding Japan’s 
electric power industry must rest on Japanese shoulders. 
Even with an adequate supply of industrial electric power 
the economic problems faced by Japan abroad and at home 
will be of major proportions; but without a greatly 
strengthened power supply Japan will never be able to solve 


them.” 
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. . . Japan’s production of heavy elec- 
tric power equipment has increased 
rapidly since the beginning of 1950 
with most of the production being for 
its own use. For steam turbines and 
their generators, and for hydraulic tur- 
bines and their generators, the sched- 
uled production for 1953 is consider- 
ably higher than for either of the pre- 
vious two years, In each case, however, 
the presently scheduled production for 
1953 occupies only about one-half of 
the estimated full productive capacity 
for that year. . 

Although considerably more new 
generating capacity will be required in 
the country during the years covered 
by this report, the estimates of open 
manufacturing capacity shown indicate 
that the country’s needs are well within 
the productive capacity of its manu- 
facturing firms. In fact, the potential 
productive capacity is such that, in ad- 
dition to supplying the home needs, 
Japan can furnish a_ considerable 


amount of capacity to other nations re- 


quiring heavy electric power equip- 
ment. 


iy view of Japan’s facilities for man- 
ufacturing all sorts of power 
equipment, the first use to which new 
dollar loans would be applied would 
be—as already mentioned—to bring 
in prototype high-efficiency thermal 
equipment, which could then be copied 
by Japanese factories. Loan proceeds 
also would be used to pay for some 
imported civil engineering equipment 
for hydro projects and for some engi- 
neering services. Apart from these ap- 
plications the proceeds of a World 
Bank loan would serve to pay for im- 
ports of necessary materials and as 
general support to Japan in its eco- 
nomic relations with the rest of the 
world. The local-currency counterpart 
of loan proceeds not needed for spe- 
cific power equipment and engineering 
SEPT. 24, 1953 


services would be earmarked for pow- 
er purposes. 


World Bank Proceeding Cautiously 


J ginccyen Japan has been treated 
most generously by the United 
States since the war, it would not be 
wise to count too heavily on American 
dollars to implement the various plans 
for strengthening and expanding the 
power supply. During a brief visit to 
Japan at the time when the World 
Bank’s mission was on the ground, the 
bank’s vice president, Robert L. Gar- 
ner, advised the Japanese to the fol- 
lowing effect : 

“For what must be done at home,” 
said Mr. Garner, “Japan must rely pri- 
marily on her own resources. We have 
found that many people here place far 
too much reliance on possible borrow- 
ing from abroad. It is not in the inter- 
est of Japan, which has always taken 
justifiable pride in honoring her debts, 
to incur a volume of indebtedness be- 
yond her capacity to service. Japan’s 
limited ability to earn dollars in inter- 
national trade severely restricts her 
ability to contract additional dollar 
indebtedness. 

“Shortage of capital is undoubtedly 
a crucial problem. In the last analysis 
this problem can be solved only by 
promoting greater savings and by in- 
suring that available capital is used 
only for the most essential require- 
ments. Japan needs a plan of action 
for this purpose, and a determination 
to use economic and financial policies 
to translate this plan into reality. . . . 

“There are large essential require- 
ments in agriculture, transport, power, 
and other fields which can only be met 
from government funds. Moreover, 
for some time to come voluntary sav- 
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ings by individuals and business are 
unlikely to be sufficient. 


¢¢ AsoveE all, investment require- 

ments must be curtailed and 
kept within the bounds of capital avail- 
ability. We have been impressed by 
the multitude of ambitious investment 
plans in this country. There is an 
urgent need for co-ordination of these 
plans and for concentration on the 
most essential projects. Japan cannot 
afford to waste her limited capital re- 
sources. 

“There must be investment pri- 
orities, and government in co-opera- 
tion with business will need to see that 
they are observed. We are sure that 
in any investment program high pri- 
ority will have to be given to electric 
power, reduction of costs in the basic 
industries of coal, iron, and steel, in- 
crease in food production, and expan- 
sion in rail capacity... . 

“On this basis the International 
Bank will consider what contribution 
it can make to carry out this self-help 


program. Any decision of this kind 
will, of course, have to be made in the 
light of the bank’s assessment of Ja- 
pan’s capacity to repay loans. The 
bank considers Japan a most impor- 
tant member country and will explore 
every avenue of assisting Japan; both 
directly and indirectly, in achieving a 
self-supporting economy.” 


a power obviously poses a 
major economic problem for 
Japan’s future. Toward its solution 
the United States already has made 
important contributions and, directly 
or indirectly, will make more in the 
future. But such help will be limited. 
The main task of modernizing and 
expanding Japan’s electric power in- 
dustry must rest on Japanese shoul- 
ders. Even with an adequate supply of 
industrial electric power the eco- 
nomic problems faced by Japan 
abroad and at home will be of major 
proportions; but without a greatly 
strengthened power supply Japan will 
never be able to solve them. 





Changing the Socialistic Course 


orton can this trend [of government in the electric busi- 
ness| not only be halted, but reversed? The electric 
companies believe it can be accomplished by Congress passing 
a sound Federal power-marketing policy, which would permit 
the companies to build the power projects where feasible, at 
all Federal dams constructed for reclamation, flood control, 
or other purposes. They believe the electric power industry 
should be sold the power now generated at Federal projects 
at rates fair both to the Federal government and to the com- 
panies, and that they should be permitted to transmit it to load 
centers for distribution to consumers at rates regulated by 
state public utility commissions or other regulatory bodies.” 


—P. L. Smita, 


President, National Ass0ciation 


of Electric Companies. 
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Salt River Project—A 
Reclamation First 


Salt River Valley Water Users’ 


Association of Arizona this year cele- 


brated its golden anniversary. It was the first reclamation project to get 

Federal aid under the Reclamation Act. It was also one of the very earliest 

co-operatives in the reclamation and electric production business. This is 

the story of how this pioneer reclamation project has developed in co- 

operation with the private electric utility system of Arizona (to which 
it sells a considerable portion of its power production). 


3y HENRY F. UNGER* 


oO the uninitiated, Arizona is a 

land of sprawling dryness, of 

brooding loneliness, where only 
the most hardy produce can survive. 
To them, Arizona is a desert where 
the little rain that falls is sucked up 
by the insatiable land. 

But a closer look, particularly in the 
Salt river valley, reveals another type 
of land. 

Through the eyes of the farmer 
there, the Salt river valley is a lush 
paradise where rain is ordered when 
needed and where millions of dollars 
are brought into the coffers of the 
farmers through the sale of unexcelled 
products. 

You wonder who waves this magic 
wand that brings water into the dusty 
fields and converts them into profitable 
money-makers. Actually no wand- 


*Professional writer, now resident in Phoe- 
nix, Arizona. 


waving occurs. Only the hard work 
and foresight of a band of Arizona 
pioneers has produced this farm 
Utopia—all under the title of the Salt 
River project. 

It was on February 14, 1903, that 
the articles of incorporation of the 
Salt River Valley Water Users’ Asso- 
ciation were first filed in Phoenix. This 
association, a band of farmer share- 
holders, operators of the Salt River 
project, agreed a half-century ago that 
there was a future in this valley and 
that it could be carved out without the 
aid of the government as owner of the 
project. 


6 Rwy are still some active farm- 
ers, and even city folks, who 
reminisce back to July 17, 1903, when 
the association dropped its swaddling 
clothes, latched onto the project with 
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a future, and elected their first presi- 
dent. Two hundred thousand acres 
were pledged to the construction of the 
Tonto basin dam, later to be known as 
the Roosevelt dam. 

Since that time, despite mountains 
of obstacles, the shareholders of the 
association, and every landholder is a 
shareholder, developed the operation 
into a prime model of reclamation. 


LTHOUGH the government had 
footed the bill for the erection of 
the Roosevelt dam, the association 
voiced loud complaints as to the final 
cost of the project. So loud did the 
complaints grow that the Secretary of 
the Interior appointed the Central 
Board of Review to determine the 
project’s final cost. 

The costs were compared by the 
board when received from the associa- 
tion and from representatives of the 
Reclamation Service. Disagreements 
arose and finally on February 20, 
1917, a conference was held between 
the Secretary of the Interior and Ar- 
thur P. Davis, of the U. S. Reclama- 
tion Service, and association repre- 
sentatives. The Secretary announced 
that he was anxious to get rid of the 
project and that if the association 
would enter into a contract to take care 
of all future expenditures and to re- 
turn the entire cost of the project, less 
the reductions recommended by the 
Central Board of Review, he would 
turn the entire project over to the as- 
sociation. The contract was worked 
out between the United States govern- 
ment and the association and signed 
on September 6, 1917. The association 
was in business on its own and it was 
to continue in business in such an 
amazing way that emulators of the 
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project would eagerly watch its opera- 
tion and attempt to do the same in 
their own territory. On its own the as- 
sociation, comprised of the valley 
farmers, took the reins and was able 
to trumpet to the world the success of 
a local enterprise. 


B fivming. fifty years after that dream 
was converted into a reality, the 
Salt River project produced crops with 
a value of $60,000,000, the second 
highest value in crop yield during the 
entire history of the association. To- 
day, in excess of 241,000 fertile acres 
make the project an all-year-round 
farmer paradise where farmers can 
have water when they want it, in the 
quantity desired, much like they would 
order a product at the local store. 
Blended with the omnipresent Arizona 
sun, the Salt river valley farmer can 
work on a strict planting table. 

But the burgeoning agricultural 
prosperity and its allied money-mak- 
ing interests and the smooth-meshing 
operations of the association were not 
even a dream back in the late nineties. 
A severe drought almost paralyzed the 
Salt river valley. Out of the paralysis, 
today’s prosperity was born. In 1889, 
alarmed at the lack of water, the set- 
tlers sent representatives to explore 
the canyons along the Salt river. The 
ideal spot was located about 85 miles 
from Phoenix. Tedious and long re- 
ports were made for possible dam 
sites, and the daring plan was unfolded 
before the brave pioneers. The intrepid 
settlers gasped when they heard the 
plan—a dam built 60 miles from the 
nearest railroad, 85 miles from the 
land it would water, and at a cost esti- 
mated between two to five million dol- 
lars. 
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| gree reg McKinley frowned on 
the idea and direct Federal aid went 
out the window for the present. An- 
other vexing problem was the fact that 
every farmer jealously guarded the 
priority of his own water right. Time 
rushed along and the level of the water 
in the Salt river reached an all-time 
low for irrigation purposes. 

Plans and counterplans brought no 
assistance to the valley. Finally, B. A. 
Fowler was selected to go to Washing- 
ton to petition Congress for permis- 
sion to bond the county. The subject 
of reclamation brought only icy 
stares. Certain elements called the plan 
“crazy.” The Congressmen could not 
clearly see the value of building a dam 
so far from the land it would serve. 
But the rebuffs of Congressmen 
brought angry editorial tirades. The 
believers in the project refused to suc- 
cumb. . 

Groping for a new approach, Fow- 
ler met a crusader for reclamation. 
He was George H. Maxwell, who was 
convinced that water for the valley 
was possible. Fowler soon discovered 
that Maxwell had teamed up with 
Representative Newlands of Nevada 
and had couched a reclamation bill for 
presentation to Congress. Maxwell’s 
plan urged the government to make 
available for reclamation projects 
money already on hand from the sale 
of public lands. 
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Fowler recognized the genius in 
Maxwell, lawyer and engineer. To- 
gether they bothered every Congress- 
man within arm’s reach about the 
problem of irrigation. The death of 
President McKinley eliminated a big 
obstacle for the team. In his first mes- 
sage to Congress, President Theodore 
Roosevelt included a clause favoring 
Federal irrigation law. On June 17, 
1902, the Hansbrough-Newlands Act 
was sent to the President for signa- 
ture. 

With the bill signed it was quickly 
discovered that no such plan had ever 
been evoked. The leaders recognized 
that there must be fairness to all farm- 
ers. Rights of canal companies were 
involved; the question of prior water 
rights was paramount, together with 
a host of other problems. No dam 
could be built by the government until 
the local issues of water rights could 
be threshed out. 


(= MAXWELL, who believed in 
plenty for all, maintained that 
prior water rights were only valuable 
when there was a lack of water. With 
the construction of the Tonto dam this 
lack would vanish. The people were 
urged to work out their own problems, 
and fast. 

A committee was formed for this 
purpose. Judge Kibbey submitted his 
Kibbey Plan to the committee — a 


ration of the Salt River Valley Water Users’ Association 


q “It was on February 14, 1903, that the articles of incorpo- 


were first filed in Phoenix. This association, a band of 
farmer shareholders, operators of the Salt River project, 
agreed a half-century ago that there was a future in this 
valley and that it could be carved out without the aid of 
the government as owner of the project.” 
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sort of Declaration of Independence 
for the farmers of the West. 

The plan, vast in scope but honest 
and fair to the farmers, stipulated 
among many things that any landown- 
er in the valley might ask for water 
and his demands should be met, so far 
as the supply permitted, in the order 
of prior right established by prior ap- 
propriation. The plan made the water 
users’ association a public corporation 
owned by the shareholders, each acre 
of land in the valley represented by 
one share of stock. The shares were 
to be held and transmitted with the 
land. — 

The association’s capital stock was 
set up at $3,750,000 divided into 250,- 
000 shares, with a par value of $15 a 
share. The stock was paid up when the 
landowner had fulfilled his pro rata 
assessment for ten consecutive years. 

To these other rights came the right 
to generate and distribute hydroelec- 
tric power and to operate at its option 
the entire distribution of irrigating 
water. 

Differences dissolved and by Octo- 
ber, 1903, a Bureau of Reclamation 
engineer proceeded with the prelimi- 
nary steps in the construction of the 
Tonto basin dam with a capacity of 1,- 
381,580 acre-feet. The building of this 
dam was an epic in itself. At one time 
it was the highest masonry dam in the 
world. Above the dam site, the waters 
of the Salt river were diverted by a 
canal 20 miles long. Cement was 
manufactured by the hydroelectric 
power generated at the mouth of this 
canal, near the dam site. 


HE date, March 18, 1911, will re- 
main a high mark in the history 
of the Salt river valley, and even in 
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the world. On that day, ex-President 
Theodore Roosevelt and other promi- 
nent citizens dedicated the new, huge 
dam which would raise the economy of 
the valley to unprecedented heights. 

The despairing look at parched 
lands was a thing of the past. Now 
the water users’ association rolled up 
its sleeves and began the task of buying 
the existing canal systems in the val- 
ley and of developing the intricate job 
of delivering water to the land, which 
it still pursues faithfully today. 

But soon it was evident that to con- 
tinue to nourish the fertile lands with 
more water, more dams must be built 
and the storage facilities must be en- 
larged. One dam followed another, like 
gems in a priceless necklace. Granite 
Reef diversion dam arose just below 
the juncture of the Verde and Salt 
rivers. Here the water is diverted into 
the Arizona canal on the north side 
and into the South canal on the south 
side and sent on its way to other canals 
and laterals and onto the rich farming 
areas. During its 40-mile watery glide 
from Roosevelt dam to Granite Reef, 
the precious liquid released for irriga- 
tion followed the old channels of the 
Salt river. 


Sts farmers, represented by their 
board of governors, agreed to the 
construction of additional dams. First, 
there came Mormon Flat dam, located 
about 51 miles from Phoenix. With a 
storage capacity of 57,852 acre-feet, 
the dam cost $2,497,000 to complete 
and with its Canyon Lake was a proud 
addition in 1925. Horse Mesa dam, 65 
miles from Phoenix was next on the 
construction line. Costing $5,248,000, 
the dam could impound 245,138 acre- 
feet and possessed a lake 17 miles long. 
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An Example of Co-operative Success 


seal Sec Salt River Valley Water Users’ Association is a typical 
example of the efforts and success that can result when men of 
vision band together, plan their work, and believe in one another. With- 
out the association, the Salt river valley would be literally a ghost area. 
With it, the valley is a thriving land of agricultural and industrial good- 
ness. The well-equipped and modern-thinking staffs of the association, 
through their many years of clever operation, intend to keep it pros- 
perous and a good place in which to live.” 





Then the final touch in dam building 
on the Salt river was applied in 1928 
when Stewart Mountain dam was be- 
gun. Located 41 miles from Phoenix, 
the dam added 69,765 acre-feet of 
water to the association’s storage. 
Completed in 1930, the dam cost $2,- 
839,000. 


— to control the erratic flow of 
the Verde river, the valley farm- 
ers through their association decided 
to build two more dams — this time 
on the Verde river side. Bartlett dam, 
finished in 1939 and 54 miles from 
Phoenix, brought 179,548 acre-feet 
capacity to the association and, with 
its height of 283 feet, it was consid- 
ered the highest multiple-arch dam in 
the world. Costing the association $6,- 
500,000, Bartlett dam got a buddy 
near by in the Horseshoe dam, which 
brought 142,830 acre-feet to the val- 
ley farmers. 
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Just as the new dams were added 
for more water protection in dry pe- 
riods, so the water delivery system 
was improved. At capacity strength 
there are 2,076,713 acre-feet available 
for the valley farmers. 


pees there is a vast difference be- 
tween the pioneer delivery system 
and that now used by the farmers. Al- 
though the grade and canal locations of 
the early pioneers still remain, many 
miles of these carriers are now con- 
crete lined and have modern diversion 
structures. This tremendous rehabili- 
tation, based on the engineering know- 
how of the association’s engineering 
department, has stifled the huge seep- 
age loss prevalent during the early 
years of the project. 

Today, water coming from a water- 
shed of 13,000 square miles is carried 
along over 1,400 miles of canals and 
laterals and into the ditches of the 
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farmers. To operate the association’s 
water distribution requires strict tim- 
ing. 

About 1,000,000 acre-feet of water 
will be delivered each year to the 12,- 
000 farm units that make up the Salt 
River project. 


_ what is this water worth? The 
water users’ association has cal- 
culated that it was worth $75 per acre- 
foot for agricultural purposes in 1952, 
based on the value of crops it would 
produce. At that rate the million acre- 
feet used by the 242,000 acres in the 
project alone were worth $75,000,000 
during 1952. This is equal to $9 for 
every acre of the 8,320,000-acre water- 
shed. 

This is only a portion of the value 
of this water in the Salt river valley. 
Without the water there would be no 
farms, no homes, no cities, no indus- 
tries. More than 350,000 people would 
have to move away. The Valley Na- 
tional Bank, largest in Arizona, esti- 
mated that the total production of 
these 350,000 people in 1952 came to 
$500,000,000. That would give a value 
produced by every acre of the vast 
watershed through its water at $60 
per year. 

The Salt River project is a thriving 
entity, sparked by the enterprising 
farmers who through their ingenuity 
and hard work and the know-how of 
their officials of the associaton have 
made the valley a good place in which 
to live and to make a living. 

Last year the runoff into the reser- 
voir system was computed to be 1,892,- 
000 acre-feet—the seventh highest 
since 1913, or 201 per cent of the nor- 


mal runoff. The net project storage 
was 1,216,807 acre-feet on December 
31, 1952. 

This was the highest year-end total 
storage since 1941. 


6 Bes farmers in the valley are not 
resting on their laurels. They 
realize that they have one of the finest 
irrigation and reclamation projects in 
the world and the first one under the 
Reclamation Act. Because of their ag- 
gressiveness and desire to improve the 
project constantly, they spent in 1952 
about $1,421,721 for construction and 
maintenance of canals to increase the 
now fine, efficient operation of the Salt 
River project. Typical of the new work 
is the new Highline pumping plant 
built at a cost of $200,000. It pumps 
water to higher ground to irrigate 
some 6,000 acres of rich farm land. It 
is the only place in the entire project 
where water is pumped uphill. 

The Salt River Valley Water Users’ 
Association is a typical example of the 
efforts and success that can result 
when men of vision band together, 
plan their work, and believe in one an- 
other. Without the association, the 
Salt river valley would be literally a 
ghost area. With it, the valley is a 
thriving land of agricultural and in- 
dustrial goodness. The well-equipped 
and modern-thinking staffs of the as- 
sociation, through their many years of 
clever operation, intend to keep it pros- 
perous and a good place in which to 
live. 

The Salt River Valley Water Users’ 
Association—a summation of fifty 
years of progress in the Valley of the 
Sun! 
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Interior’s New Contract 


1 pronesign McKay is expected to ap- 
prove with little change the proposed 
20-year contract between the Bonneville 
Administration and private power com- 
panies in the Pacific Northwest. There 
was no immediate reaction from earlier 
critics who said they needed more time 
to study the new proposal. Copies of the 
new contract were sent to all concerned 
with the request that they make their 
replies by September 10th. It was em- 
phasized that the contract was still tenta- 
tive until approved by Secretary McKay. 

However, Bonneville Power Admin- 
istrator Raver said he thought there 
would be “no major objection” to the 
new version which revises several key 
points. The effect of the contract is to 
make available to more than a million 
home owners and small business concerns 
some of the low-cost hydroelectric power 
generated in government-owned plants in 
the Pacific Northwest that has not been 
available to them heretofore “because 
they happen to receive their electric serv- 
ice from a utility company instead of 
from some form of publicly owned organ- 
ization,” Clarence Davis, Interior De- 
partment solicitor, stated. 

The principal change (from former 
Interior policy) effected by the contract 
is that domestic and rural customers of 
the private utility companies are to re- 
ceive, through those companies, a por- 
tion of their electric needs before big in- 
dustry gets more power than it is now 
getting. Although the contract preserves 
“preference clause” privileges of all pub- 
lic bodies, Davis said “It places some 
limitation on the amount of government 
power which may be resold by public 
agencies to industries, to the disadvan- 
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Washington and the 


Utilities 


tage of domestic and rural customers of 
other marketing agencies.” Under terms 
of the new contract, new industrial con- 
tracts will be limited to 10,000 kilowatts, 
which means that, in its net effect, the 
new contract will give more than a mil- 
lion customers of private utilities 1,500,- 
000 kilowatts before additional power to 
new industry is made available. 


NTERIOR Officials say that less than one- 
third of the 1,500,000 kilowatts is ac- 
tually available to anyone now. Unless a 
greatly accelerated program for new 
dams is carried on at once, by 1962 there 
will be no power available for either in- 
dustry or the domestic customers of pri- 
vate utilities, because by that time the 
normal load growth of the preference cus- 
tomers will utilize all the power, and the 
date may be much sooner than 1962 un- 
less some restrictions are placed on in- 
dustrial loads that preference customers 
can put on their lines. If the power were 
available under the new plan, preference 
customers would now be receiving 1,800,- 
000 kilowatts of firm power; industry, 
1,120,000; and nine power utility com- 
panies, 1,500,000. 

Other evidence that Interior is mov- 
ing quietly to implement its recent gen- 
eral power policy statement (text pub- 
lished in Pustic UTILITIES FoRTNIGHT- 
Ly, issue of September 10, 1953, page 
384) was seen in developments within 
the department within the past fort- 
night. First, there was reorganization 
of the old Reclamation Bureau offi- 
cials at the secondary level. The reorgan- 
ization involved two assistants to ex- 
Reclamation Commissioner Straus who 
had been carried over from the old 
régime: Goodrich W, Lineweaver and 
Kenneth Markwell, both under congres- 
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sional fire during the 80th Congress for 
publicity and “propagandizing” activities 
on behalf of the bureau’s power program 
at that time. They are now out of their old 
jobs. Secretary McKay abolished the post 
held by Markwell and reduced Line- 
weaver from assistant commissioner to 
the status of assistant to the commis- 
sioner. 

The only other “carry-over” assistant 
still on duty is Harvey F. McPhail, a ca- 
reer Official since 1919 and soon due for 
retirement. McPhail will retain his old 
post under the Reclamation Commis- 
sioner, Wilbur A. Dexheimer. The new 
commissioner stressed that engineers 
would now run the bureau. 


CHOES of the old charge that former 
Reclamation Bureau officials had 
been “propagandizing” the marketing of 
Federal project power were found in an 
address by Secretary of Interior McKay 
at the Commonwealth Club of California 
late in August. The Eisenhower admin- 
istration will seek to avoid overstating 
the Federal generating stake in power, 
which, McKay said, now amounts to 114 
per cent of the nation’s supply. This ad- 
ministration will not adopt the “more 
aggressive policy advocated by others” 
which would have Interior build a “vast 
system” of transmission lines leading sev- 
eral hundred miles from Federal gen- 
erating plants. No member of the state- 
local community-private citizen-Federal 
government partnership should have a 
monopoly in the development of resources 
—‘‘least of all the Federal government,” 
McKay said. 

Withdrawal of Interior from its past 
attempts to eclipse the hydro licensing 
functions of FPC was also noted in the 
McKay address, He repeated the pledge 
made in the statement on power policy 
that Interior will not “assume that we 
have the exclusive right or responsibility 
for the construction of dams or the gen- 
eration, transmission, and sale of electric 
energy.” McKay cited the Hell’s Canyon 
Case in which Interior’s former protest 
of the Federal Power Commission’s right 
to issue a license has been withdrawn. He 


WASHINGTON AND THE UTILITIES 


441 


said it would be Interior’s intention to 
follow the practice of recognizing the 
FPC as the “legally constituted judge” 
in such matters. Lengthy litigation and 
artificial obstacles to added power capac- 
ity were noted by McKay, doubtless re- 
ferring to the Roanoke Rapids and Kings 
river controversies. 


> 


FPC Gas Items 


. begins to look as if the widely her- 
alded FPC rate increase order for the 
United Fuel Gas Company might turn 
out to be more comfort to the rest of the 
gas utilities than to the particular pipe- 
line company concerned. The commis- 
sion’s 68-page order purporting to allow 
United Fuel a 6} per cent rate of return 
was regarded by the gas industry gen- 
erally as a precedent for more liberal re- 
turn allowance. That may or may not 
turn out to be the case for other compa- 
nies. (See, also, page 464.) 

But if the proof of the pudding is in 
the eating, the Columbia Gas System sub- 
sidiary is saying that it just is not so. 
This view was reflected in the company’s 
petition for rehearing, in which company 
officials complained that only a 3.69 per 
cent rate of return would be forthcoming, 
when applied to United’s estimated 1953 
sales, and not a 6} per cent rate, The ult:- 
mate effect of the FPC order would be to 
reduce net income by nearly $2,700,000 
for 1953, United Fuel claimed. 

United Fuel further contends in its 
petition for review that (1) there was an 
error in reducing the rate base by $3,- 
700,000; (2) the allowance for annual. 
operating expenses was erroneously re- 
duced by about $2,000,000; (3) the com- 
putation of income taxes was incorrect ; 
(4) the depreciation rates prescribed by 
the order are without support; (5) the 
method of allocation of costs is arbitrary 
and unreasonable and injurious to the 
financial position of United Fuel; (6) 
the rate form used by the commission 
usurps the rights of management. The ap- 
plication for review cites 18 points of con- 
tention between the company’s manage- 
ment and the FPC staff and states that in 
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only one of these did the order accept 
management’s conclusion over that of the 
staff. 


ye FPC has moved promptly in the 
wake of its recent liberalization of 
regulations regarding the transmission of 
gas and electricity. On September Ist it 
issued an opinion and order authorizing 
Tennessee Gas Transmission Company, 
of Houston, Texas, and Niagara Gas 
Transmission Limited, of Toronto, Cana- 
da, to export natural gas from the United 
States for ultimate consumption in the 
Toronto, Ontario, market area. 

The opinion and order also authorized 
a transportation arrangement whereby 
Tennessee will transport natural gas 
from the southwestern United States for 
delivery to Iroquois Gas Corporation, of 
Buffalo, New York, at points in Penn- 
sylvania and New York. 

Under the export plan, Niagara will 
purchase natural gas in the Gulf coast 
area of the southwestern United States 
for transportation by Tennessee to a point 
on the U. S.-Canadian boundary near 
Niagara Falls, New York, The gas will 
there be delivered to Niagara which will 
transport it to the Toronto area where 
it will be resold to Consumers Gas Com- 
pany for resale for ultimate public con- 
sumption. Niagara is owned by Tennes- 
see and Consumers. 

The commission authorized Tennessee 
to deliver a maximum of 22.6 billion cubic 
feet of natural gas annually to Niagara, 
at a rate of not more than 115,600,000 
cubic feet per day. Average deliveries 
will be approximately 62,000,000 cubic 
feet daily. Tennessee will transport a 
maximum of 49,728,000 cubic feet per 
day for Iroquois. 

Commissioner Nelson Lee Smith dis- 
sented on the ground that there had not 
been sufficient showing that the proposed 
arrangement met the statutory tests of 
being required by the public convenience 
and necessity or in conformity with the 
public interest. 


oe are a little quieter now along 
the controversial New England gas 
marketing front. Natural gas moved into 
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the Boston area over the Labor Day 
holiday, following the removal of a tem- 
porary restriction by a Federal judge in 
Newark. U, S, District Judge Modarelli 
lifted a temporary order which kept Al- 
gonquin Gas Transmission Company 
from allowing the gas to go through its 
pipeline to Boston. The order had been 
obtained by two New Jersey realty com- 
panies involved in damage suits growing 
out of certain grading operations which 
the realty companies claim could not be 
completed in safety if the pipeline were 
in operation. The Federal judge acted 
upon the stipulation by Algonquin Gas 
Transmission that any necessary grading 
work along the pipeline right of way 
could be done in safety. 

However, CIO state organizations in 
Rhode Island and Connecticut are not 
helping the advent of natural gas to go 
smoothly. In Rhode Island the CIO asked 
a public hearing before the state public 
utility administrator on proposed rates 
for natural gas soon to be introduced in 
the Rhode Island area. In Connecticut the 
CIO state council asked the governor to 
seek a rehearing before the FPC on its 
decision allocating the New England nat- 
ural gas market to two pipeline compa- 
nies instead of one. 


* 


New Resources Group 


| rp ong on natural resource 
problems are scheduled for Decem- 
ber 2nd to 4th in the nation’s capital. The 
Ford Foundation, sponsor of “Mid-Cen- 
tury Conference on Resources for the 
Future,” now plans to go ahead with its 
once postponed conference. 

The conference will not endorse pro- 
grams, R. G, Gustavson, president of Re- 
sources for the Future, Inc., announced 
recently. This was an attempt to spike 
rumors circulated earlier that the con- 
ference would seek to promote the rec- 
ommendations of the Paley Commission 
(on mineral resources), Morris Llewel- 
lyn Cooke’s Water Resources Policy 
Commission, or the recommendations of 
the 1950 Hoover Commission on natural 
resources. 
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Exchange Calls 


een 
om- 
ing 
Lich 
be Bell System Asks FCC for 


meer Rate Boosts 
ted 
yas HE Bell telephone companies have 
ing filed with the Federal Communica- 
yay | tions Commission revised long-distance 
phone rates which would increase by 
in § about 8 per cent the present $830,000,000 
not J annual revenues from interstate long- 
go § distance service. No changes were pro- 
ed § posed in the basic 3-minute initial period 
lic | daytime rates. 

tes The companies have proposed in- 
in creases, however, in most of the initial 
he ¥ 3-minute period night and Sunday tele- 
to § phone rates and in all overtime charges. 
its | The rates filed will become effective Oc- 
it- J tober Ist, unless they are suspended by 
a- § the FCC pending a hearing, 

The revised rate plan calls for in- 
creases of 5 cents in the charge for each 
one-minute overtime period on station- 
to-station and person-to-person inter- 
state calls involving most distances above 
e 24 miles. Increases of 5 to 10 cents are 


- provided in the initial 3-minute period 
e rates for night and Sunday calls involv- 
- ing most distances between 41 and 2,300 
e miles. 

s The Bell system companies told the 


FCC earnings from interstate services 
had been decreasing for the last several 
years and are now at a critically low 
level. The increased revenues and net 
earnings would help provide “prompt re- 
lief which is urgently needed,” they said, 
in justifying the rates. 

| Interstate operating results from the 
12-month period ended June 30th this 
year indicated a return of 4.83 per cent 
on claimed net investment, the compa- 
nies stated. It was estimated that had the 
proposed new rates been in effect during 
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that year the return on net investment 
would have been about 1.5 per cent more. 
The American Telephone and Telegraph 
Company said in a statement that “aside 
from a few minor up-and-down adjust- 
ments, this is the first increase in long- 
distance telephone rates since 1919.” 


> 


CWA-Bell Strike Settlements 


LTHOUGH the violent Indiana Bell 
A Telephone strike rages on, the CIO 
Communications Workers of America 
has managed to reach a settlement with 
Southwestern Bell Telephone Company 
and to avoid a strike of 22,000 Long 
Lines telephone workers in 40 states and 
the District of Columbia, Southwestern 
Bell workers were satisfied they “got 
close to what we set out to get,” as they 
ended an 11-day strike against the com- 
pany. 

Settlement of the Southwestern Bell 
strike came after an all-night session, at 
which union and company representa- 
tives, aided by Federal and state medi- 
ators, drafted a new one-year contract. It 
calls for a general weekly wage increase 
ranging from $1.50 to $3, depending on 
seniority and job classification, The new 
weekly wage scale ranges from $46 to 
$98. The top scale for women employees 
now is $58.50. 

The wage question, which also in- 
cluded job reclassification, time differen- 
tials, and reclassification of thirteen 
towns in Southwestern Bell’s 500-town 
area, was settled August 24th. The stum- 
bling block that prolonged the strike was 
a “protection of service” clause, de- 
manded by the company, Frank P. 
Lonergan, vice president of the union’s 
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District 6, said the final wording removed 
objectionable phrases. 

Because of the reclassification of jobs 
and towns some workers will receive as 
much as a $10 weekly increase. The pe- 
riod in which workers will gain the maxi- 
mum wage scale was reduced from six 
and a half years to six years. The new 
contract will cost the company $8,000,- 
000 annually. A company statement said 
that the only way to recover the money 
provided in new wage increases will be 
through increased telephone rates. “This 
will hardly be a popular statement,” the 
Southwestern Bell statement said, “but 
it will be the truth and the public ought 
to know it.” 


STRIKE threat by the Long Lines 

telephone workers of the Ameri- 
can Telephone and Telegraph Company 
was averted when an agreement was 
reached on higher wages and fringe bene- 
fits between the AT&T and the CWA. 
The agreement grants wage increases of 
approximately $2 per week, provides for 
an improved vacation clause, and shortens 
the interval required for an employee to 
reach the maximum wage level from six 
and a half years to six years. A joint 
union and management statement said 
the agreement would cost the company 
$3,200,000 a year. 

The agreement, reached after three 
months of bargaining, is subject to ratifi- 
cation by union members on or before 
October 5th, It covers a period of twelve 
and a half months and leaves open the 
possibility of a still greater wage in- 
crease. A further wage increase, the state- 
ment said, would become automatic if a 
settlement of the Indiana Bell strike, or 
negotiations with the Chesapeake & Po- 
tomac Telephone Company call for a 
greater increase than the one provided 
for in the agreement. 

In New York city, where the highest 
scale prevails, the AT&T-CWA agree- 
ment raises the top weekly basic wage 
rate for maintenance workers from $104 
to $106.50 and for long-distance opera- 
tors from $60.50 to $62.50. The wages 
scale downward from there, depending 
on the cost of living. In Buffalo, for ex- 
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ample, the agreement calls for weekly 
wages of $98.50 for maintenance workers 
and $60 for long-distance operators, The 
lowest scale in the fifteen key cities af- 
fected by the agreement is $98.50 and 
$60 for maintenance workers and opera- 
tors, respectively, in Memphis and Louis- 
ville. The agreement is similar to one 
reached between the union and South- 
western Bell. In the unlikely event that 
it is not ratified by union members by 
October 5th, the existing contract will 
remain in force. A CWA statement, is- 
sued shortly after the agreement was an- 
nounced, said the union “gained sub- 
stantially the $2 to $3 pattern established 
in twenty-four other settlements in Bell 
system bargaining.” 


* 
North Carolina High Court to 


Review Rate Case 


. e Southern Bell Telephone & Tele- 
graph rate increase controversy will 
probably have to be decided by the North 
Carolina Supreme Court. A lower court 
ruling that the state public utilities com- 
mission order granting the company an 
increase should be revised made a high 
court review likely. In a part of the lower 
court’s ruling, it was held that the com- 
mission should not have permitted South- 
ern Bell to include allowances for cash 
working capital and materials and sup- 
plies in its rate base. In part, it was held 
that the commission should have per- 
mitted the company to earn on the pres- 
ent fair value of its properties rather than 
on original cost less depreciation. 


The issues in this case are almost iden- 
tical to those raised in similar appeals 
from a commission order granting an in- 
crease to Carolina Telephone & Tele- 
graph Company in eastern North Caro- 
lina, If the supreme court should agree 
that cash working capital and allowances 
for materials and supplies are not to be 
considered as company investments, both 
Southern Bell and Carolina might have 
their newly increased rates reduced. But 
if it should agree with the lower court 
that the companies are entitled to earn 
on the present “fair value” of their 
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properties, the companies might be able 
to ask for more. 

Southern Bell has asked the commis- 
sion for authority to charge its customers 
$3,426,000 more a year. The commission 
allowed $1,648,056. Both the company 
and the attorney general’s office appealed. 
The attorney general, as counsel for the 
public, contended that the increase was 
not justified by the evidence. The com- 
pany contended it was too small. 


e remanding the case to the commis- 
sion for correction, the lower court 
held that the commission should: (1) 
determine the company’s needs after con- 
sidering all “relevant facts” as to the 
“present fair value” of Southern Bell’s 
properties used in intrastate service in 
North Carolina. The court declared that 
the original cost less depreciation was 
only one factor to be considered. (2) Ex- 
clude as factors for consideration $759,- 
079 in cash working capital and $161,517 
allowed for materials and supplies “save 
and except such amounts, if any, as the 
company shall identify and establish as 
investment funds as distinguished from 
tax accrual funds made available by its 
customers.” When money paid by cus- 
tomers for future payment of company 
taxes is used for company purposes, the 
court explained, the company should not 
be permitted to earn a return on the 
money it actually has not spent, (3) Al- 
low depreciation in such an amount “as 
in its judgment” will be sufficient to re- 
store at present costs properties con- 
sumed in current operations. (4) Estab- 
lish rates which, “in its judgment,” will 
produce net operating income approxi- 
mating the amount needed to provide 
what the commission considers a fair 


return. 
” 


U. S. Phones Near 50,000,000 
Mark 


BB ny in the United States, 
increasing at the rate of 200,000 a 
month, should pass 50,000,000 some time 
in October. American Telephone and 
Telegraph statistics showed 49,250,000 
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telephones in service for all companies 
June 30th—an increase of about 1,200,- 
000 in the first six months of 1953. 

AT&T subsidiaries in the Bell system 
maintained almost 40,400,000 telephones 
in the June 30th total. The remainder, 
slightly under 8,900,000, were operated 
by 5,234 other companies, almost all of 
which were connected with the Bell sys- 
tem for long-distance communication. 
The latter total included nearly 1,300,000 
telephones on the lines of Southern New 
England and Cincinnati & Suburban 
companies which are partially owned but 
not controlled by AT&T. 

General Telephone Corporation and 
its subsidiaries, Jargest independent in 
the field, had 1,600,000 telephones in 
service at its latest report. 


> 


Independents Face Boost in 
Minimum Wage 


MALL independent telephone compa- 
Sie may soon be faced with the prob- 
lem of meeting an increase in the mini- 
mum hourly wage which the Eisenhower 
administration is understood to be ready 
to support at the next session of Con- 
gress. Because of their local operations 
and limited financial resources, some of 
the smaller companies have opposed in 
the past any increase in the present 75- 
cent minimum wage. It appears likely 
now, however, that a resolution intro- 
duced in the last session of Congress by 
Senator Kennedy (Democrat, Massa- 
chusetts), calling for an increase, will 
receive favorable action when Congress 
meets again. 

Ex-Secretary of Labor Durkin was 
known to have been favorable to the in- 
crease and the Labor Department is 
presently working on a report to be made 
to Congress on Kennedy’s resolution. 
The AFL and CIO unions are seeking a 
boost in the minimum wage to $1.25, but 
it is understood that the administration 
is not ready to go above $1 at this time. 
Since some increase appears certain, 
small telephone companies will probably 
have to settle for an understanding that 
the minimum will be kept at $1 an hour. 
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Listing of Utility Stocks 
gg accompanying table indicates the 
extent to which utility stocks are 
listed on the New York Stock Exchange 
or the American Stock Exchange. The 
list is not all-inclusive but is based on the 
monthly tables appearing in this depart- 
ment, which is broad enough coverage to 
permit general conclusions. Following 
are the percentages for all utility groups: 
Listed on New York Stock Exchange 39% 
Listed on American Stock Exchange 9 
Over-counter, or listed out-of-town 52 


100% 


The tabulation reveals that all but four 
of the 31 companies with revenues in ex- 
cess of $100,000,000 per year are listed 
on the New York Stock Exchange ; three 
are traded on the American Stock Ex- 
change; and only one (Tennessee Gas 
Transmission) is traded over-counter. 
As the size of the utilities declines, the 
proportion that is listed shrinks rapidly. 
Thus, of the companies with less than 
$25,000,000 revenues per annum, only 15 
are listed on the Big Board and 14 listed 
or dealt in on the American Exchange, 
while 100 are unlisted. Of the smallest 
group, under $10,000,000 revenues, only 
2 are on the Big Board and 8 on the 
American Exchange, while 72 are over- 
counter. 

It appears likely that many smaller 
companies cannot meet the listing re- 
quirements of the two leading stock ex- 
changes. The New York Stock Exchange 
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By OWEN ELY 


has minimum standards as to size and 
requires a certain degree of “distribu- 
tion” among public holders as a prerequi- 
site to listing, and stocks of the smaller 
companies are probably closely held in 
many instances. 


I* the case of some of the larger compa- 
nies which have not yet sought listing, 
the opinion of the management appears 
to be that chances for appreciation of the 
stock are enhanced by its remaining over- 
counter, Dealers in unlisted stocks can 
usually obtain larger per share profits 
from net trades, as compared with board 
commissions, and this is said to furnish 
a greater incentive to these dealers (as 
contrasted with member houses) to rec- 
ommend the stock to their customers, 
issue special literature to arouse custom- 
ers’ interest, etc. 

However, in the case of the larger 
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utilities, the desirability of maintaining 
an orderly market, with accurate quota- 
tions always available, is an important 
factor, particularly considering the large 
amounts of stock which must be sold 
every year or so to take care of construc- 
tion programs. 

On the over-counter market, the 
quotations appearing in the newspapers 
usually show a considerably larger 


spread between bid and asked than the 
actual “inside” markets. It apears to be 
customary to “mark up” the offered side 
of the market in the published quotations. 
The exchange quotations seem more ac- 
curate in this respect. There are other 
advantages also, of course, such as the 
daily record of trading range and volume. 
Many out-of-town papers pay little or no 
attention to over-counter quotations. 


PERCENTAGES OF UTILITY COMMON STOCKS 
WHICH ARE LISTED AND UNLISTED 


Grouped As to Size and Industry Divisions 
(Column Heads Indicate Millions of Dollars Revenues) 


and 
bu- 
jui- 


ler 





Electric Utilities 
New York Stock Exchange 


American Stock Exchange .......... 
*Over-counter 


Gas Utilities 


New York Stock Exchange 
American Stock Exchange 
*Over-counter 


Telephone Companics 


New York Stock Exchange 
American Stock Exchange 
*Over-counter 


Transit Companies 


New York Stock Exchange 
American Stock Exchange 
*Over-counter 


Water Utilities 


New York Stock Exchange 
American Stock Exchange .......... 
*(Over-counter 


Total 


All Groups 


New York Stock Exchange .......... 
American Stock Exchange 
*Over-counter 


$100 $50- $25- $10- 
+ 100 50 25 $10 


16 
16 


Under 
Ti »tal 


18 
l 


Sow 


— 
NI 


30 
3 
14 2 7. 


47 8&2 


*Include some issues listed on out-of-town exchanges such as Boston Edison. 
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Dayton Power & Light 
Company 


OSEPHTHAL & Co. (New York city) 

has recently analyzed the outlook for 
Dayton Power & Light Company’s com- 
mon stock, pointing out that the com- 
pany is in an unusually favorable position 
to benefit from future increases in serv- 
ice demands, because of its large reserve 
generating capacity and the adequacy of 
its electric transmission and distributing 
systems. 

The city of Dayton comprises only 
about 30 per cent of the 850,000 popula- 
tion served by the company so that the 
commercial and industrial activities in 
Dayton (where the manufacture of cash 
registers is largely concentrated ) are bal- 
anced by the rural and small-community 
character of the surrounding area, Thus 
there is a good balance between metro- 
politan and rural demand, and a load fac- 
tor close to 60 per cent. Also, the city of 
Dayton was not strictly a war-produc- 
tion area, and while it enjoyed excellent 
growth during the war it has had no con- 
version problems and could easily absorb 
the expanded population. The compact- 
ness of the area has made electric opera- 
tions more efficient, and the company 
has not found it necessary thus far to 
obtain any postwar increase in electric 
rates other than a revision of its fuel 
adjustment clause. 


N the earlier postwar period Dayton 
Power & Light’s capacity was inade- 
quate and it was forced to buy high-cost 
power, increasing power costs sharply in 
1948 as compared with 1945. However, 
with the completion of large new capacity 
power costs have declined steadily, and 
last year dropped back to the 1945 level 
of 4.3 mills per kilowatt hour despite a 
40 per cent increase in coal prices. The 
effects of these generating economies, to- 
gether with the fuel adjustment clause, 
were reflected in the 1949-50 earnings. 
However, these gains were diluted by the 
sharp increase in the number of common 
shares—the equity ratio has been raised 
from 28 per cent at the end of 1947 to 37 
per cent at the end of 1952. 
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HIS year’s construction program of 

$14,000,000 should only require 
about $10,000,000 new capital, Joseph- 
thal & Co, estimates, and Dayton can 
probably raise this amount by sale of 
bonds without the debt ratio rising over 
50 per cent, In fact, with the major ex- 
pansion program now largely completed, 
it is thought likely that further equity 
financing may be avoided over the next 
few years. 

Recent earnings were handicapped by 
the adverse showing of the gas division, 
resulting from the rate increases collected 
under bond by the Ohio Fuel Gas Com- 
pany, which supplies practically all the 
company’s requirements. Recently, how- 
ever, Dayton has obtained increases in 
gas rates sufficient to offset the higher 
cost of purchased gas, and on a pro forma 
basis this should add about 40 cents a 
share to current earnings. 

The electric service should also benefit 
from the completion of two 60,000-kilo- 
watt generating units. Hence the com- 
pany should now be in position to realize 
the full benefits of its postwar expansion 
program, and according to the Josephthal 
estimate may be able to develop earnings 
of over $3.25 in 1954. Under these con- 
ditions an eventual increase in the $2 
dividend to $2.20 would seem justified. 


* 


Columbia Gas Dissatisfied with 
FPC Rate Decision 


ge to the decision of the Fed- 
eral Power Commission in the rate 
case of United Fuel Gas Company, a sub- 
sidiary of Columbia Gas System, sum- 
marized by this department in the August 
27th issue (pages 312-16), the company 
has now asked for a rehearing, Chairman 
Crocker and President Young of Colum- 
bia Gas state that a careful study of the 
commission’s 68-page order shows that 
the rates prescribed will produce not a 
6} per cent rate of return when applied 
to United Fuel’s estimated 1953 sales, but 
only 3.69 per cent. 

It had been previously reported in the 
press that United Fuel had been granted 
a rate increase of about $10,000,000 com- 
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pared with the requested $14,000,000. 
But officials now estimate that the ulti- 
mate net effect of the order on the sys- 
tem’s consolidated earnings for the year 
1953 would be to reduce those earnings 
by nearly $2,700,000. While it was con- 
ceded that the language of the order re- 
lating to the rate of return “is quite real- 
istic and sympathetic to the needs of 
United Fuel,” the statistics introduced 
by an FPC staff witness and to which 
the commission’s analysis was applied are 
said to be quite misleading. The com- 
pany’s press release summarized the 
principal discrepancies as follows: 


“Tl tan was an error in reducing 
United Fuel’s rate base by $3,700,- 
000. The allowance for annual operating 
expenses was erroneously reduced by 
about $2,000,000; this resulted from an 
assumption that United Fuel would pro- 
duce at no additional cost except deple- 
tion, more gas from its own wells than 
it believes advisable. The computation of 
income taxes was incorrect. The deprecia- 
tion rates prescribed by the order are 
without support. The method of alloca- 
tion of costs is arbitrary and unreason- 
able and injurious to the financial posi- 
tion of United Fuel, The prescribed rate 
form is contrary to the interests of con- 
sumers and investors and usurps the 
rights of management. 

The application for a rehearing cites 18 
points of contention between the com- 
pany’s management and the FPC staff 
and stated that in only one of these did 
the order accept management’s conclu- 


sion over that of the FPC’s legal staff. 

FPC Chairman Kuykendall said his 
commission has not had time to analyze 
United Fuel’s request for a rehearing. 
But, he said, “If we find FPC has made 
any errors in computing rate increases 
for the company we will want to correct 
them. The commission wants to give the 
company the rate of return it said it 
would.” 

° 


August Financing 


EW money utility offerings during 
the month of August were at a re- 
markably low ebb, even considering the 
vacation period. Only one important bond 
issue, $30,000,000 Southern California 
Edison first 3§ of 1978, were publicly of- 
fered, although five smaller issues aggre- 
gating nearly $40,000,000 were privately 
placed. The Southern California Edison 
issue, rated Aa by Moody, was offered 
August 26th at 100 to yield 3.62 per cent, 
with an underwriter’s spread of .56, The 
issue was reported by the Irving Trust 
Company to be fairly well received. 
One preferred stock issue, 20,000 
shares of Wisconsin Power & Light 4.80 
per cent preferred ($100 par), was of- 
fered at par to preferred stockholders on 
a rights’ basis, with underwriters’ com- 
missions and compensation to soliciting 
dealer. Rights expired September 8th. 
In the common stock division there was 
also only one issue during August—329,- 
124 shares of Wisconsin Power & Light 
offered to stockholders on a 1-for-7 basis 
with unsubscribed stock offered to em- 





U. S. Long-term Bonds—Taxable 
Utility Bonds—Aaa 
A 


& Poor’s indices for government bonds. 


CURRENT YIELD YARDSTICKS 


Baa 
Utility Preferred Stocks—High-grade .... 
Medium-grade .. 
Electric Utility Common Stocks ........ 


Latest available Moody indices are used for utility bonds and stocks; Standard 


Recent 
Yield 


2.98% 
3.31 


1953 Range 1952 Range 
High Low High Low 


3.15% 2.78% 2.56% 
3.43 3.08 


, 2.93 
3.59 3.11 2.99 
3.72 331 321 
3.91 3.58 3.46 
4.45 4.24 3.94 
4.87 4.71 


4.33 
5.72 5.63 5.07 


4.69 
5.55 
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FINANCIAL NEWS AND COMMENT 


ployees. Rights expired September 8th. 
The issue is being underwritten, and 
soliciting dealers are also compensated. 

A fairly heavy volume of financing for 
September seems indicated, 


> 


Low Relative Cost of Gas 
Explains Rapid Expansion 
Of Gas Industry 


HE accompanying chart goes far to- 
ward explaining the huge expansion 
of the gas utilities during the past dec- 
ade. The price of competing fuels—coal 
and fuel oil—more than doubled in price 
during the period 1940-52, while that of 
gas advanced only moderately. As com- 
pared with the cost of living (consumers’ 
price index—see grocery basket marked 
“all items”) gas increased only about 5 
per cent during this period, while other 
consumer costs rose about 90 per cent. 
During 1953 the cost of gas probably ad- 
vanced another 5 per cent or more, as the 
result of rising field prices, but the com- 
parison is still valid. 
In particular, the chart explains the 
trend toward house heating by gas, and 
the high percentage of conversions which 


Gens 


© att ©, 


have occurred as natural gas has become 
available through completion of pipelines. 


* 


FPC Blocks Bond Sale 


‘ ~ Federal Power Commission has 
conditionally authorized a current 
plan of Mountain States Power Company 
to sell $8,000,000 of bonds to seven insur- 
ance companies without competitive bid- 
ding. The FPC action followed a protest 
by Halsey, Stuart & Co., Inc. The invest- 
ment banking firm told the commission 
that the company could get better terms 
at competitive bidding in the open mar- 
ket. FPC advised the company to change 
the terms and ask for approval in sixty 
days, if it still wants to sell the bonds 
without competitive bidding. 

This was the second instance in a week 
in which the investment banking house 
intervened in a utility company’s private 
sale of securities. Halsey, Stuart had pre- 
viously filed a petition with the Georgia 
Public Service Commission for interven- 
tion in a proposed negotiated sale of $7,- 
000,000 of Atlanta Gas Light Company 
bonds. 

In that petition, it claimed that “the 
proposed private sale is not in the best 
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NEW MONEY UTILITY OFFERINGS IN AUGUST, 1953 


Electric Utilities 
Bonds—Sold to public 
Sold privately 
Preferred— 
Offered to stockholders 
Common— 


Offered to stockholders ....... 


Gas Utilities 
Bonds—Sold privately 


Source—Irving Trust Company. 


e 


interests of the company, the stockhold- 
ers, or the ratepayers.” The Chicago 
investment firm maintained that Atlanta 
Gas Light Company would receive “ben- 
efit of lower net interest cost on such 


$29,832,000 
10,500,000 


1,980,000 


6,353,000 
$48,665,000 
$29,250,000 
$77,915,000 


offered by open, competitive bidding in- 
stead of the proposed closed, negotiated 
transaction.” 

The Atlanta Gas Light bonds are to 
be sold to seven insurance companies on 


long-term debt capital if such issue were September 30th. 


FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 
8/31/53 


Price 
About 


Share Earnings* 
% In- 12 Mos. 
crease Ended 


16% July 
29s July 
39 = June 
13. July 
D5 June 

8 Apr. 
NC May 
June 
May 
July 
June 
June 
July 
June 
June 
July 
June 
July 
June 
June 
June 
June 
June 
June 
June 
Dec. 
July 
June 
June 
June 
July 


Cur- 
rent Cur. 
Yield Period 
American Gas & Elec. ... 5.5% $2.55** 
Arizona Public Service .. 5.3 1.2 
Arkansas Mo. Power ... 
Atlantic City Elec. ...... 
Bangor Hydro-Elec. ..... 
Black Hills P. & L. .... 
Boston Edison 

California Elec. Pr. .... 
Calif. Oregon Pr 

COU Be TP Be. occsvcce 
Central Hudson G. & E. .. 
Central Ill. E.& G. ...... 
Central Ill. Light 

Camere GE. Bp De sccccass 
Cent. Louisiana Elec. .... 
Central Maine Power ... 
Central & S. W. 

Central Vermont P. S. ... 
Cincinnati G. & E. 
Citizens Utilities 
Cleveland Elec. Illum. ... 
Colorado Cent. Power ... 
Columbus & S. O. E. .... 
Commonwealth Edison ... 
Community Pub. Ser. ... 
Concord Electric 
Connecticut L. & P. .... 
Connecticut Power 
Consol. Edison 

Consol. Gas of Balt. ..... 
Consumers Power 
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y /53 Cur- Share Earnings* 
‘rice rent Cur. % In- 12 Mos. 
About Rate Yield Period crease Ended 


oS A ere 35 5.7 é 4 June 
Delaware P.& L. ....... 5.4 : 18 June 
i ie ) ae 5 Dec. 
Detroit Edison 302s July 
Duke Power June 
Duquesne Light June 
Eastern Utilities Assoc. .. June 
El Paso Electric July 
Empire Dist. Elec. ...... June 
Fitchburg G. & E. ...... Dec. 
Florida Power Corp. .... June 
A >) eee June 
General Pub. Util June 
Green Mt. Power June 
Gulf States Util. ........ July 
|) ea eae June 
Haverhill Electric Dec. 
Feoustes L.. &P.. ...0.2655 July 
Idaho Power June 
Illinois Power July 
Indianapolis P. & L. .... June 
Interstate Power June 
Iowa Elec. L. & P June 
Sowe-ie. G. & B. ..06s20. June 
Iowa Power & Light .... June 
Iowa Pub. Service July 
Iowa Southern Util. ..... July 
Kansas City P.& L. .... July 
Kansas Gas & Elec July 
eS eo eee June 
Kentucky Utilities June 
Lake Supericr D. P. .... June 
Lawrence G. & E. ...... Dec. 
Long Island Lighting .... June 
Louisville G. & E. ........ June 
Lowell Elec. Lt. ........ Dec. 
Lynn G. & E. Dec. 
Madison G. & E. Dec. 
Maine Public Service ... June 
Michigan G. & E. ........ June 
Middle South Util. ....... July 
Minnesota P. & L. ...... July 
met. Vey F. 3... Apr. 
Missouri Edison June 
Missouri P. S Dec. 
Missouri Utilities June 
Montana Power July 
Mountain States Pr June 
New England Elec. ...... June 
New England G. & E July 
New Orleans P. S June 
Newport Electric July 
es ee GG. 650s July 
Niagara Mohawk Power . June 
Northern Ind. P. S. .... July 
Northern States Pr. ..... June 
Northwestern P. S. ...... June 
Ohio Ediso July 
Oklahoma G. & E. ...... July 
Otter Tail Power 


(Continued) 
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8/31/53 Cur- Share Earnings* 
Price 
About 


(Continued) 


o 
g 
s 


Cur. % In- 12 Mos. 
i crease Ended 


D9 Dec. 
6 June 
June 
June 
June 
June 
July 
July 
June 
June 
June 
Mar. 
June 
June 
July 
June 
June 
June 
May 
July 
July 
Dec. 
May 
June 
July 
July 
June 
June 
June 
Dec. 
June 
July 
July 
June 
June 
June 
June 
July 
June 
June 
June 


og 
&3 
a7 


Penn. Water & Power .... 
Philadelphia Elec. ...... 
Portland Gen. Elec. 

Potomac Elec. Power ... 
Pub. Serv. of Colo. ...... 
Pub. Serv. E. & G. ...... 


= 


A ede mel edd wk 
SSSSSSSS 


Public Serv. of N. M..... 
Puget Sound P. & L. 
Rochester G. & E. ...... 
Rockland L. & P. ........ 
we. Josten BB PB. cccvce 
San Diego G. & E. ...... 
Scranton Electric 

Sierra Pacific Pr. ...... 
So. Calif. Edison 

So. Carolina E. & G. .... 
Southern Colo. Pr. ...... 
Southern Company ...... 
So. Indiana G. & E. ...... 
Southern Utah Power ... 
Southwestern E. S. ...... 
Southwestern P. S. ...... 
Tampa Electric 

Texas Utilities 

Toledo Edison 

Tucson G. E.L.& P..... 
Union Electric of Mo. ... 
United Illuminating 
Upper Peninsula Pr. 

Utah Power & Light .... 
Virginia E. & P. ........ 
Washington Water Pr. .. 
West Penn Elec. ........ 
West Penn Power 
Western Lt. & Tel. ...... 
Western Mass. Cos. ..... 
Wisconsin Elec. Pr 
Wisconsin P. & L. ...... 
Wisconsin Pub. Ser 
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Averages 


Companiestt 

S Amer. & For. Power .... 
Brazilian Trac. L. & P. .. 
Gatineau Power 
Mexican L. & P. ........ 
Quebec Power 
Shawinigan Water & Pr. . 
Winnipeg Electric 


‘s 
oo 
®R 


i : Mar. 
2.96 Dec. 
1.62 5 Dec. 

.90 ; Dec. 
1.28 Dec. 
1.91 4 Dec. 
7.09 Dec. 


N32 


SE8I8 
ares 


N= = 


B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town 
exchange. S—New York Stock Exchange. D—Decrease. NC—No comparable figures available. 
*If additional common shares have been recently offered, earnings are adjusted to give effect to 
the offering. Percentage change is in the balance available for common stock. Tax savings result- 
ing from accelerated amortization of defense facilities are excluded (when separately reported). 
**Based on average number of shares. a—Also regular annual 3 per cent stock dividend, which 
is included in the yield. #—Also occasional stock dividends. t—Estimated (rate irregular or 
includes extras). ¢—With exception of American & Foreign Power, these stocks are also listed 
in eee and the Canadian prices are here used. (Curb prices are affected by exchange rates, 
etc. 
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Dondero Urges Freedom for TVA 
“Captive Cities” 


ge continual uncertainty of ade- 
quate power supply in the Tennessee 
valley region is a problem of “increasing 
urgency,” the solution to which ought to 
be given immediate and serious consid- 
eration by appropriate officials of mu- 
nicipalities and co-operatives purchasing 
power from the Tennessee Valley Au- 
thority. This is the view of Representa- 
tive Dondero, Republican of Michigan, 
chairman of the House Public Works 
Committee, which deals with TVA mat- 
ters. 

Dondero made known his views on the 
subject in a letter addressed to 2,000 edi- 
tors and publishers of newspapers in 
TVA’s service area and its periphery, as 
well as to officials of municipalities and 
co-operatives within the area, “It is be- 
coming clear that the cheap rates of the 
TVA, once considered a boon, may soon 
become an economic blight,” Dondero 
said. “The very cheapness of that power, 
due to tax and interest avoidance, seems 
tc have led to increasing obdurance by 
Federal legislators representing non- 
beneficiary areas to pleas for additional 
funds for further ‘free ride’ generating 
capacity in (the TVA) area. 

“Congress has rejected the theory,” 
Dondero continued, “that the TVA, by 
administrative action, has created an ob- 
ligation of the Federal government to 
supply funds forever and ever for all 
TVA power commitments in addition to 
water power.” 

This fact means that the TVA region 
is facing “poverty of power capacity” 
while enjoying extraordinary low rates, 
raising the question as to which is more 
important—‘“solid assurance of ample 
power for future needs, obtained at aver- 
age cost, as against artificial and arbitrary 
lew electric rates but with uncertain sup- 


455 


ply,” the Michigan Congressman stated. 

He reminded those concerned with this 
problem that assured adequacy of power 
for present and future needs is essential 
to payroll industries which will help to 
develop the region. Inasmuch as the cost 
of power ranges from one-half to 2 per 
cent of the total processing cost of most 
manufactured products in the TVA area, 
security of supply is often a more impor- 
tant element than cost, Dondero empha- 
sized. 


Cremncuss, what is the problem? 
“The light metal industries which ab- 
sorb a proportionately large amount of 
power in relation to their payrolls have 
naturally gravitated to the cheap cost 
area,” Dondero pointed out, “Even as 
nonpreference customers they have pre- 
empted, by long-term contracts, a sizable 
proportion of TVA’s power capacity 
otherwise available to municipalities and 
co-operatives under TVA’s preference 
clause. 

“Furthermore,” he went on, “the 
board of TVA is empowered to sign 
away additional blocks of power other- 
wise available to TVA’s preference cus- 
tomers for the benefit of these heavy 
users of electric energy. It has been said, 
with some justification, that the short- 
age of power in the TVA area has been 
created by its own board through inju- 
dicious, overoptimistic, and, perchance, 
intentional overselling of its firm and sec- 
ondary power supply,” Dondero stated. 

In the light of these facts, the obvious 
recourse for TVA preference customers, 
co-operative or municipal, should be the 
construction, jointly or individually, of 
additional power-generating facilities of 
their own, and/or of the purchase of 
power from adjacent private generating 
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sources. But, as Dondero points out, the 
difficulty here is that TVA’s customers 
“are foreclosed from such relief by ad- 
ministrative action of the board, taken 
under the broad powers delegated to it by 
an amendment in 1935 to § 10 of the TVA 
Act, permitting the TVA to specify 
‘terms and conditions’ for the sale of its 
power. Under this authority,” said Don- 
dero, “the so-called ‘sole supplier’ clause 
has become standard in (TVA’s) con- 
tracts with its preference customers.” 

This same amendment also accorded 
to the TVA the sole discretion as to rates 
under which power purchased from TVA 
may be resold to the ultimate consumer, 
Dondero noted, adding that even if the 
public agency customer of TVA should 
be relieved of the “sole supplier” clause, 
such control of resale rates could vitally 
affect the financial position of customers 
seeking to raise funds to construct their 
own power plants. “So weak and sub- 
servient have they become under TVA’s 
economic pressure that they actually sup- 
port a lobby in Washington for the pur- 
pose of further enshackling themselves,” 
he declared. 


pose revealed that in the last ses- 
sion of Congress an attempt was 
made by the so-called captive cities, 
through their lobby, the Tennessee Val- 
ley Public Power Association, to have 
restored to the budget the $30,000,000 
initial steam-generating installation at 
Fulton, Tennessee, as provided in the 
Truman budget and as eliminated from 
the Eisenhower budget. 

“Here developed the long-smouldering 
conflict between the beneficiaries of 
TVA’s asserted and self-assumed ‘public 
utility’ theory and the rest of us in the 
United States who are expected to 
shoulder the obligation of endowing (the 
TVA region) with part-free electricity,” 
Dondero stated, “Even had the TVA’s 
customer lobby proved successful in this 
instance its victory necessarily would 
have been temporary, Political realism 
should point to the unlikelihood of con- 
tinued appropriations for the benefit of 
a single region at the expense of the rest 
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of the country,” the Michigan Congress- 
man declared. 
He continued : 


Certain it is that dependence on 
Federal appropriations for further 
power requirements carries with it the 
liability to the region of remaining con- 
tinually at the mercy of many nation- 
wide economic and political factors 
having no relation to local power prob- 
lems. Where a private company is con- 
trolled by a small group of officers em- 
powered to plan and act in quick re- 
sponse to its business needs, TVA’s 
customers remain subject to a “board 
of directors” consisting of the 531 
members of Congress whose attention 
to TVA must be one of a multitude of 
other duties. Such a situation cannot 
prove healthy to the area no matter 
how great the subsidy its power sup- 
ply may carry. 


ONDERO wondered if the people of the 
Tennessee valley region realize that 
they are generally considered to be bene- 
ficiaries of a domestic “Point Four” pro- 
gram. “It was indeed a sorry spectacle, 
damaging to the pride of the citizens of 
Tennessee, when the governor of that 
great state last spring broadsided officials 
throughout the nation, myself included, 
with tearfully mendicant letters appeal- 
ing, almost on bended knee, for Federal 
money to build a new TVA steam plant,” 
Dondero declared. 

The Michigan Congressman proposes 
that the communities served by TVA 
“shall be relieved” from the shameful 
bondage of the sole supplier clause and 
resale rates control and that they be re- 
turned to their pristine sovereignty in 
domestic affairs.” 

To that end, Dondero introduced in the 
closing days of the first session of the 
83rd Congress an amendment to § 10 of 
the TVA Act which not only would re- 
lieve the TVA’s preference customers of 
TVA control over their resale rates but 
would also abrogate the sole supplier con- 
tracts. 

How Dondero’s proposal will fare in 
Congress remains to be seen, Experience 
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is showing day by day that the welfare 
state is much easier to construct than to 
take apart. Those who have for so long 
been beneficiaries of Federal aid are 
loathe to admit that such aid, if carried on 
indefinitely, may possibly work to their 
disadvantage. It is probably too much to 
expect that Congress, in an election year 
when the opposition intends to make the 
most of the “give-away” theme, will 
tackle such a politically explosive issue 
which for years has been confused in the 
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public mind with propaganda claims and 
counterclaims. Nevertheless, a healthy 
debate on the issue could have beneficial 
results, particularly if it should in any 
way hasten the municipalities and co-op- 
eratives of the Tennessee valley to the 
realization that regaining their freedom 
over their own plants could well result in 
better conditions for the local treasuries, 
as well as a more assured and adequate 


power supply. 
—F. M. 





Public Power Group Assails Tax Certificate Award 


HE announcement by the Office of 

Defense Mobilization last month 
that it had awarded a certificate of rapid 
tax amortization to a private utility, the 
Virginia Electric & Power Company, 
brought sharp criticism from the Ameri- 
can Public Power Association. The 
APPA’s charges were quickly taken up 
by a Washington, D. C., private con- 
sultant, Edward Flack (wartime director 
of the old WPB Office of War Utilities), 
who, in defending the tax certificate 
award, clarified some features of the gov- 
ernment’s tax certificate of necessity pro- 
gram—a program which, because of its 
complicated nature, often lends itself to 
gross public misrepresentation, 

Alex Radin, APPA general manager, 
called the granting of a tax certificate to 
the Virginia Electric & Power Company 
for the company’s Roanoke Rapids hy- 
droelectric project “shocking.” The cer- 
tificate would permit the company “to 
write off, for tax purposes, 65 per cent 
of $33,095,000 worth of power facilities 
over a 5-year period instead of a period 
of fifty years or more normally followed 
in depreciation of such facilities,” Radin 
said. 

The purpose of the government’s rapid 
tax amortization program is to give a fi- 
nancial incentive to companies to build 
projects or speed up the construction of 
facilities which are necessary to the de- 
fense effort. Radin’s complaint in the case 
of the Virginia utility rests on the fact 
that Vepco applied for a license for the 


Roanoke Rapids project from the Federal 
Power Commission on October 6, 1948— 
“almost two years before the beginning 
of the Korean hostilities.” A license for 
the project was recommended by the chief 
FPC examiner two months before the 
outbreak of the Korean war, on grounds 
that the company had shown there was 
need in the area for the power to be pro- 
duced at the project. The company was 
issued a license in January, 1951, at which 
time, Radin states, “no mention was made 
in the commission decision as to the need 
of the company for tax assistance in or- 
der to finance the project.” Indeed, the 
commission stated that the company had 
submitted satisfactory evidence of its 
ability to finance and carry to completion 
the project described in its application. 


HE Roanoke Rapids project was bit- 

terly opposed by former Secretary 
of Interior Chapman, who contested the 
matter before the United States Supreme 
Court. Chapman claimed the company’s 
project would interfere with a Federal 
river basin program which had already 
started, and that Congress had by impli- 
cation reserved the area for Federal de- 
velopment. This contention was rejected 
by the court, and the company went 
ahead with its construction program. 
The awarding of a tax certificate to the 
utility by ODM was, according to Radin, 
“a blatant . . . example of giving tax 
benefits for a project which was planned 
before Korea, and the need for which 
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was established on the basis of normal 
peacetime expansion.” 

Radin goes on in his statement to at- 
tack the entire rapid tax amortization 
program, citing a remark contained in a 
report by the Committee on Expenditures 
in the Executive Department, issued in 
May, 1952, that the program was “the 
biggest bonanza that ever came down the 
government pike.” Radin pointed out 
that ODM, in a period of less than three 
years, has approved rapid tax write-off 
certificates for privately owned utilities 
for projects estimated to cost $3,954,- 
315,662, of which $1,774,924, 183, or 44.8 
per cent, has been certified for accelerated 
tax amortization. “A staff counsel of the 
Federal Power Commission has esti- 
mated that the privately owned utilities 
may receive benefits of almost $2 billion 
over a 30-year period as a result of the 
.. . program,” Radin said, “In this con- 
nection it is interesting to note,” Radin 
continued, “that over a period of more 
than forty years, during which the gov- 
ernment has been building multipurpose 
projects including hydroelectric facilities, 
the total investment of the government in 
power facilities aggregates in the order of 
$3 billion—all of which will be paid in 
full to the Federal Treasury, Yet the pri- 
vate power lobby contends that public 
power is subsidized!” Radin concluded 
by calling for a congressional investiga- 
tion of the accelerated tax amortization 
program. 


e hey implication in Radin’s remarks 
is a familiar one: that the govern- 
ment is somehow giving away huge sums 
of money through its rapid tax write-off 
program and that this represents a “‘wind- 
fall” to private companies. In his com- 
ment on Radin, Edward Falck stated: 


The primary effect of rapid amor- 
tization is to reduce the amount of 
Federal income taxes payable during 
the first 5-year period and to increase 
the amount of taxes payable thereafter. 
Rapid amortization does not create a 
windfall but merely postpones Federal 
income taxes. The aggregate income 
tax payments are the same over the 


life of the property if the tax rate re- 
mains constant, whether the deprecia- 
tion is taken in five years or spread over 
a longer period. Since the Defense Pro- 
duction Administration granted neces- 
sity certificates to electric companies 
located in different states all over the 
country, the state regulatory commis- 
sions in a very large number of states 
have established accounting rules pro- 
viding for the setting up of a reserve 
for the payment of future Federal 
taxes. This has been done by the Vir- 
ginia State Corporation Commission 
and also by the North Carolina Public 
Utilities Commission, both of which 
have jurisdiction over the accounting 
and rates of Virginia Electric & Power 
Company. 


Falck called the criticism of the APPA 
“irresponsible” and said it could accom- 
plish nothing “except to confuse the is- 
sue.” The entire program has been han- 
dled carefully and conscientiously by the 
government officials concerned at both 
the Federal level and the state regulatory 
level, he concluded, and added : “It would 
be a shame if their co-operative efforts 
should be nullified by reckless propa- 
ganda.” 


N a statement by Jack G. Holtzclaw, 
I president of the Virginia Electric & 
Power Company, quoted in the Rich- 
mond press, the Virginia executive re- 
called that intervention by the Secretary 
of the Interior, who sought to block 
issuance of Vepco’s license, resulted in 
more than four years of litigation, dur- 
ing which time the estimated cost of the 
dam rose approximately $7,000,000 
above original costs. At the same time, 
he said, the delay forced the company 
to spend some $30,000,000 for two steam 
plants whose construction otherwise 
could have been postponed. 

In a number of accelerated amortiza- 
tion certificates issued, Holtzclaw said, 
Vepco has received less than one-half 
of one per cent, while in total amount 
certified for rapid tax write-off, Vepco’s 
share has been only one-third of one per 
cent of that granted industry as a whole. 
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WHAT OTHERS THINK 


As to expansion of generating capa- 
city for defense needs, Holtzclaw em- 
phasized that California is the only state 
in the nation that exceeds Virginia in 
the number of defense establishments, 
while Texas is the only state with an 
equal number of such installations. He 
said that a substantial part of Vepco’s 
generating capacity is devoted to defense 
activities, which require a steady increas- 
ing supply of current. 

“Tax amortization is not a gift or sub- 
sidy by the government,” Holtzclaw em- 


phasized. “It is not a Federal grant nor 
a loan, The act was designed to make 
it possible for industry to provide the 
necessary expanded facilities for the de- 
fense program with private capital, 
rather than have the Federal govern- 
ment put up the money. In obtaining 
the certificates which Vepco has secured, 
the company has simply conformed to 
the policy adopted by Congress and fol- 
lowed by other industries under like 
circumstances.” 
—F. M. 





Westinghouse Head 


Ao conference of public and 
private power groups to formulate 
a clear-cut, long-range national power 
policy was recommended by Gwilym A. 
Price, president of Westinghouse Elec- 
tric Company, in a recent speech. Price 
told a St. Louis audience that the “time 
is ripe” for developing a new power con- 
cept. “For fifty years in this country, elec- 
tric power has been a political football,” 
he said. “Private industry and govern- 
ment too often have been found in op- 
position in the very field where there is 
most need for co-operation.” 

Price called for an end to this situa- 
tion, “We need to place electric power 
once and for all above and outside of par- 
tisan politics. We need to lay down a 
clear-cut, coherent, long-range national 
policy of electric power. Lack of a na- 
tional policy has slowed the advance of 
power in this couuntry,” Price asserted. 
“It has encouraged waste of man power, 
materials, and capital; and it has caused 
neglect of power opportunities. We are 
a rich country, but we are not rich enough 
to waste our wealth, and we cannot afford 
to neglect any of our power resources,” 
he said. 

Lack of a national power policy is 
breeding uncertainty and _ indecision, 
Price declared—an uncertainty by no 
means limited to private industry but 
which exists in the Federal agencies that 
have a direct concern in the development 


Seeks Policy Accord 


of electric power in this country. “I sin- 
cerely believe that officials of the Depart- 
ment of Defense, the Department of Agri- 
culture, the Department of the Interior, 
and the Federal Power Commission 
would welcome and benefit by a clearly 
defined national policy on power,” Price 
stated. “So, too, would officials of those 
governmental segments outside the Fed- 
eral level which are also vitally concerned 
in this issue; namely, the state public 
service commissions and the municipal 
power authorities.” 


RICE did not indicate what he thought 

the national power policy should be. 
He suggested that the President “call all 
the interests substantially concerned with 
the generation, sale, and use of electric 
power to meet together in conference ; 
and that they formulate, adopt, and pro- 
claim a firmly set power policy as a guide 
for the rest of this century. 

Although none of the conferring groups 
would be likely to get all it wants out of 
such a joint effort, Price said each would 
get one thing it now needs and wishes— 
the certainty of a charted, long-range 
policy. 

“We would have more light and 
less heat,” Price said, “The cities, states, 
Congress, the Federal agencies, and the 
private utilities would have a guide in 
the endless work of satisfying the na- 
tional hunger for productive power.” 
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The March of 
Events 


In General 


FPC Reaffirms St. Lawrence 
Ruling 


HE Federal Power Commission on 

September 4th refused to reconsider 
its order granting the New York State 
Power Authority license to construct the 
American portion of a huge international 
hydroelectric project on the St. Lawrence 
river, FPC denied three petitions for 
rehearing of its July 15th order granting 
the New York agency authority to con- 
struct and operate the project in the In- 
ternational Rapids section near Massena, 
New York. 

In a fourth action it denied the request 
by Public Power & Water Corporation, 
Trenton, New Jersey, for rehearing of an 
order, also issued July 15th, denying that 
company’s competing application for a 
license to construct a hydro project in 
the same section of the St. Lawrence. 

Representative Dondero (Republican, 
Michigan), appearing on a television 
program early this month, called pro- 
posed construction of Niagara Falls pow- 
er facilities by New York state a “social- 
ized venture” and criticized Governor 
Dewey for supporting the plan. Dondero 
rejected suggestions that either the Fed- 
eral government or New York state con- 
struct and operate the proposed hydro- 


electric facilities, He is a sponsor of leg- 
islation to allow private industry to 
construct the facilities. 


FPC Approves Rate Boost 


gp Federal Power Commission re- 
cently approved higher natural gas 
rates for Algonquin Gas Transmission 
Company’s newly approved New Eng- 
land operations. 

The rate schedule calls for an average 
charge of about 52.6 cents for a thousand 
cubic feet of gas. Originally, the com- 
pany had proposed an average rate of 
about 47.9 cents per thousand cubic feet 
and later raised the request. 

FPC last month approved plans which 
permitted Algonquin, as well as North- 
eastern Gas Transmission Company, to 
sell to the New England market. Since 
then, Algonquin decided it would need 
a higher rate to make ends meet and sub- 
mitted its revised schedule to the com- 
mission. The company said the increased 
rates would offset a proposed boost in gas 
prices by Texas Eastern Transmission 
Corporation, which supplies Algonquin. 

In approving the rates, the commis- 
sion told the company lower rates would 
not generate enough cash for Algonquin 
to meet first-year obligations, 


Alabama 


Rate Hike Effective 


ae NaturRAL Gas COMPANY 
increased its rates 4 cents per thou- 
sand cubic feet, effective September 2nd. 

C, Pratt Rather, Southern Natural 
president, said the new rate would affect 
gas sold to five retail gas distribution 


companies and approximately 50 munici- 
palities and gas districts in Alabama, 
Georgia, and Mississippi. 

The increase applies to gas sold for 
resale to domestic and other users not 
classified by the company as industries. 

The new rates were filed with the FPC 
on March 2, 1953. 


SEPT. 24, 1953 460 








fir 


ori 


he 














Mr. Rather said the increase was the 
first put into effect since the company’s 
original system was built in 1930. Since 
1930 there have been several decreases, 
he said, 


THE MARCH OF EVENTS 


Rather pointed out that 34 cents of the 
4-cent increase is the direct result of 
higher prices paid for gas and the re- 
mainder is the result of higher costs of 
labor, materials, maintenance, and taxes. 


Delaware 


Telephone Coin-box Rate 
Increased 


’TJ HE Diamond State Telephone Com- 
pany was recently granted approval 
by the Delaware Public Service Commis- 
sion to raise the coin-box telephone rate 
to 10 cents a call and to make upward 
revisions of other rates to produce about 
34 per cent of the extra income the com- 
pany requested in its application for rate 
increases, filed last June. 
The company was ordered to submit 


a new schedule of proposed rate increases 
to produce $439,000 in additional gross 
revenue. The 10 per cent coin-box rate is 
expected to bring the company approxi- 
mately $78,000, 

The company had asked for a schedule 
of rate increases it estimated would bring 
in $1,514,000 in additional gross income. 

The commission based its order on its 
opinion that the fair value—or rate base 
—of the company’s property in Delaware 
is $22,000,000. 


Georgia 


Natural Gas Rates Increased 


eB state public service commission 
early this month approved, effective 
September 17th, a 6.3 per cent increase 
in Atlanta Gas Light Company rates for 
natural gas to its residential and com- 
mercial consumers in Atlanta and about 
14 other Georgia towns and cities. 


In approving the rate boost, which will 
add $1,379,500 a year to the company’s 
revenues, the commission allowed the 
company to pass on to its customers an 
increase of 4 cents per thousand cubic 
feet in the wholesale price of gas. 

The commission last spring allowed 
the company to pass on a similar increase 
to its industrial customers. 


New Hampshire 


New Rate Schedule Filed 


Pipe rate schedule designed to in- 
crease revenues 6 per cent, or 
slightly more than $1,000,000, was filed 
with the state public utilities commission 
early this month by Public Service Com- 
pany of New Hampshire, If allowed, the 


new rates would produce for the com- 
pany approximately $500,000 in new 
earnings after Federal income taxes. 

The new rates reflect an increase of 
approximately one cent a day for the do- 
mestic consumer and show an average 
increase of 6 per cent for each class of 
customers. 


Oregon 


Rate Agreement Reached 


GREEMENT between Westcoast Trans- 
mission Company and Portland 
Gas & Coke Company on a special inter- 
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ruptible rate for natural gas was disclosed 
recently by C. H. Gueffroy, president 
of the Oregon firm. 

The new rate for sales in excess of 
contract demands, when gas is available, 
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would be 26 cents a thousand cubic feet, 
he said. An amended contract between 
the two companies, he stated, also pro- 
vides a special development rate to at- 
tract new users. 

The Portland executive said he as- 
sumed the special rates and other provi- 
sions contained in the modified contract 
would be available to other utilities con- 
tracting with Westcoast. 


PUBLIC UTILITIES FORTNIGHTLY 


Westcoast Transmission recently 
boosted its estimate of Canadian natural 
gas reserves available for a pipeline it 
proposes to build to Oregon and Wash- 
ington. The company, at an FPC hear- 
ing last month for authority to pipe nat- 
ural gas to the Pacific Northwest, esti- 
mated reserves in the Peace river area of 
northern British Columbia and Alberta 
to be nearly 33 trillion cubic feet. 


* 


Pennsylvania 


Increased Rates Authorized 


¢ b state public utility commission 
recently approved a $2,185,000 an- 
nual rate increase asked by Peoples Nat- 
ural Gas Company, Pittsburgh, and au- 
thorized the utility to put it into effect 
on October 15th. 

The rate increase will cover a similar 
boost in the price of gas Peoples pur- 
chases from three wholesale gas suppliers. 
Texas Eastern Transmission Corporation 
boosted its annual rate to Peoples by 
$1,535,000 and Tennessee Gas Transmis- 
sion and Hope Natural Gas made a com- 
bined $650,000 hike in the charges early 
this year. 

The commission also gave final ap- 
proval to a temporary $2,734,000 increase 
which it permitted the company to put 
into effect in June, 1952, pending com- 
pletion of an inquiry into the rate boost. 

The commission said that under the 
new rates Peoples will have a $4,120,000 
annual net return on an estimated $75,- 
000,000 value it put on the utility’s plant. 

The increase affects 220,000 of the com- 
pany’s consumers in western Pennsyl- 
vania counties. 


Rate Raise Delayed 


§ state public utility commission 
recently suspended for an additional 
three months to December Ist a $4,787,- 
000 rate increase asked by the Duquesne 
Light Company of Pittsburgh. A 6-month 
suspension ended September Ist, but the 
commission said it needed more time to 
complete an investigation of the increase 
protested by the city of Pittsburgh. 
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Duquesne Light filed the rate boost 
to become effective last March Ist, but the 
commission delayed it for an inquiry and 
public hearings. 

The boost, affecting 400,000 customers 
in Allegheny and Beaver counties, would 
give the utility virtually the same level of 
rate it sought in 1951, 

Duquesne Light put in a $7,720,000 
boost at the time, but the commission 
subsequently found it excessive by $3,- 
400,000 and ordered refunds. 

The refunds have been held up by city 
and company appeals still pending in the 
state superior court, but a lower scale of 
charges has been put into effect to reflect 
the commission-ordered reduction, 


Demands Commission Probe 


A“ X. ALPERN recently challenged 
the state public utility commission 
to make its own investigation of the Pitts- 
burgh transit service which she charged 
with being obsolete. The Pittsburgh city 
solicitor was talking about the Pittsburgh 
Railways Company. 

She proposed the study in a brief filed 
as she appeared before the commission to 
fight the company’s request for a 20-cent 
fare. 

Miss Alpern urged the commission to 
deny the increase “until the very com- 
petent staff which the commission has at 
its command has made a thorough study 
of the company’s transportation opera- 
tions.” She said the commission has a 
“duty to see that the public receives ade- 
quate services at fair rates. Yet the com- 
mission has never made a survey of the 
company’s method of operation.” 
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Service Inadequacies Do Not Justify Confiscatory Rates 


_ Michigan Circuit Court re- 
strained the state commission from 
interfering with the General Telephone 
Company’s collecting rates approximat- 
ing those set forth in an application which 
the commission had allowed in part, The 
company requested an increase of slight- 
ly in excess of $1,000,000 and had been 
allowed about $660,000. 

The company successfully showed to 
the court that the approved rates were 
unreasonable and confiscatory. The 
court, in allowing the company to make 
the higher rates effective, imposed the 
requirement that a reparation bond be 
posted and remanded the case to the 
commission for further consideration. 

The impact and effect of the commis- 
sion’s inadequate rate relief were to cause 
the company to curtail its construction 
program because of the inability to raise 
sufficient capital. If such a condition were 
to continue, the court pointed out, not 
cnly the company, but also the public 
which it serves, would suffer. 

A municipality which also appealed 
from the commission order contended 
that service was inadequate and that, 
therefore, it was not entitled to any re- 
lief. The company’s answer was, first, 
that service was adequate and, second, 
that even if the city’s contention were 
correct, it could not be compelled to 
operate under confiscatory rates. The 
commission in its rate order endorsed the 
municipality’s view. The court ruled on 
this point in a separate opinion, a portion 
of which follows : 


Adequate and nonconfiscatory rates 


cannot be denied to a utility upon the 
theory that the value of existing serv- 
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ice does not warrant an increase in 
rates... . The Michigan Public Serv- 
ice Commission is required by law to 
fix and determine adequate and non- 
confiscatory rates and charges for a 
public utility which will produce a 
reasonable return upon the fair value 
of its property. . . . If existing service 
is found by the commission to be 
inadequate in certain instances, the 
commission cannot impose the penalty 
of confiscation for such inadequacies. 
This would be not only contrary to law 
but also, as the commission staff recog- 
nized, would prevent the company 
from ever attracting needed capital to 
make service improvements. Such 
action would have the effect of caus- 
ing service to deteriorate rather than 
to improve, and would be against the 
interest of the public served by the 
company. 


Strenuous objection was made by both 
the city and the commission to the court’s 
making any change in rates. They con- 
tended that the most that the court could 
do was to require the commission to 
conduct another hearing. 

The court said that the question pre- 
sented was whether or not the company, 
being entitled to relief from confiscation, 
must suffer continuous daily confiscation 
waiting for future possible relief from 
the commission. The court answered the 
question in the negative. If the effect of 
the court action were to require the 
previous rates to go into effect, the com- 
pany’s situation, instead of being im- 
proved, would be worsened since it 
would lose the partial relief which the 
commission awarded it. 
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The general rule applicable to such 
a situation is that when rates established 
by a public utility are set aside, the com- 
pany may set its own rates subject only 
to the ordinary requirements of reason- 


ableness. Such a rate remains in force 


PUBLIC UTILITIES FORTNIGHTLY 


until modified by proper authority. 
General Teleph. Co. v. Michigan Pub. 
Service Commission, Docket Nos. 34054, 
34048, July 30, 1953; Ludington v. 
Michigan Pub. Service Commission, 
Docket Nos. 34048, 34054, July 30, 1953. 


z 


Return Not Limited to Bare Cost of Money 


RATE of return of 6} per cent was 
held by the Federal Power Com- 
mission to be reasonable in fixing natural 
gas rates for United Fuel Gas Company. 
The commission gave extensive consid- 
eration to the company’s outstanding 
securities, debt, and equity, nearly all 
of which is owned by the Columbia 
Gas System. The commission analyzed 
earnings-price ratios of United and of 
other natural gas companies and con- 
sidered the ratio of dividends to earnings. 
The commission was concerned with 
rates for the future. Interest charges 
had lately risen perceptibly ; whether the 
securities markets would continue at 
their present levels was said to be a 
=" of uncertainty. The commission 
said: 


Without clairvoyance in the matter, 
it would be less than responsible for 
us to resolve against Columbia all 
doubts respecting the course of the 
money markets over the next eighteen 
months, during which period there is 
every indication that the system will 
be required to raise very substantial 
sums of additional capital for necessary 
expansion. 


The commission recognized the prin- 
ciple stated in Bluefield Water Works 
& Improv. Co. v. Public Service Com- 
mission 262 US 679, PUR1923D 11, 
that the return should be reasonably 
sufficient to assure confidence in the 
financial soundness of the utility and 
should be adequate under efficient and 
economical management to maintain and 
support its credit and enable it to raise 
the money necessary for the proper 
discharge of its public duties. The 
commission then said: 


We have never held that our re- 
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sponsibility for determination of the 
fair rate of return can be discharged 
properly through the mere application 
of a strict cost-of-money formula to 
produce the minimum return which 
might be nonconfiscatory; rather we 
must exercise a fair and enlightened 
judgment having regard for all rele- 
vant facts. This has recently been 
emphasized in the opinion of the court 
of appeals for the eighth circuit, re- 
manding to this commission for further 
findings the determination that 54 per 
cent, in the circumstances of that case, 
constituted a fair rate of return for the 
Northern Natural Gas Company. 


A return limited to the bare cost of 
money, the commission continued, will 
not encourage conservative financial 
practices, nor will it encourage adequate 
enlargement of service facilities. While 
a return equal only to the strict historical 
cost of capital might be legally defensible 
as nonconfiscatory, it seemed evident, in 
the circumstances of the case, that 6 per 
cent would exceed the cost of capital by 
so little, if at all, as to be less than 
reasonable. 

As to the rate base, it was said that 
an average of the beginning and ending 
plant balances in the test period gave 
a reasonable approximation of the aver- 
age continuous plant balance. A precise 
measure of plant used to produce a 
specific annual sales volume, said the 
commission, would be an average of the 
daily plant balances for the year. Such 
precision was said to be unnecessary in 
the ordinary case where additions are 
relatively small or evenly spaced, and 
hence the commission had frequently 
used average monthly balances to derive 
an approximation of the average continu- 
ous plant investment during a test period. 
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In the instant case it appeared that 
United Fuel made additions to plant 
uniformly throughout the year. 

Reserves accrued for depreciation were 
called deficient but not so greatly defi- 
cient as to require the rejection of the 
book accrual and the use of an adjusted 
reserve. The staff’s engineering witness 
thought depreciation rates currently used 
were inadequate. There was included in 
the cost of service an allowance for in- 
creased annual depreciation expense. 

The company’s claim for a Federal 
income tax allowance computed on the 
assumption that United Fuel filed a 
separate income tax return was rejected 
on the ground that consumers should be 
charged for only the actual liability for 
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PROGRESS OF REGULATION 


Federal income taxes. If by filing a con- 
solidated return a reduction of this cost 
is effected, such reduction should be 
reflected in cost. 

The segregation of total costs, namely, 
operation, maintenance, depreciation and 
depletion, taxes and returns by functional 
groups—production, LPG-Air, under- 
ground storage, transmission, and dis- 
tribution—as recommended by the staff, 
was considered entirely feasible and an 
appropriate step in classifying and allo- 
cating costs. 

The Federal commission made rul- 
ings on the classification of various cost 
items. Re United Fuel Gas Co, Opinion 
No. 258, Docket Nos. G-1781, G-2055, 
August 7, 1953. 


Telephone Need Not Be Installed in New Location after 
Discontinuance for Gambling 


TELEPHONE company was justified in 
denying service to a_ cocktail 
lounge, the New Jersey board said, even 
though no specific request had been made 
by the police for a discontinuance of 
service at that location. 

The two proprietors of a bar from 
which service had been removed, after 
the conviction of an employee for book- 
making, had moved to a new location and 
opened up a cocktail lounge. They con- 
tended that the police chief’s request that 
the bar phone be removed did not extend 
to service to be provided for their new 
enterprise. 

The board resolved the matter in the 
company’s favor with this comment: 


The board now considers that where 


a law enforcement official notifies the 
telephone company to discontinue serv- 
ice of a particular telephone at a par- 
ticular location because of an offense 
on a particular date that the necessary 
implication of that request is that the 
law enforcement official desires that 
no telephone service shall be given to 
the party in whose name that telephone 
was registered at any other subsequent 
time until that party receives a letter 
of no-objection from the law enforce- 
ment official or his superior that they 
have no objections to the restoration 
of service. 


Masur (Torch Cocktail Lounge) v. New 


Jersey Bell Teleph. Co. Docket No. 7238, 
July 22, 1953. 


e 
Interruptible and Off-peak Gas Rates Not Based Solely 


On Incremental 


tire supreme court of Illinois affirmed 
a commission order authorizing 
Peoples Gas Light & Coke Company to 
increase rates for interruptible and off- 
peak service. The price of competing 
fuels has risen considerably, and the 
court believed it only logical that these 
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Cost of Service 


rates should also be increased. It was 
pointed out, however, that such rates 
should not be higher than the comparable 
cost of alternative fuels, since off-peak 
and interruptible customers must main- 
tain stand-by equipment for conversion 
to other fuels. 
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The commission, in approving the re- 
vised rates, had not treated the sale of 
gas to interruptible and off-peak custom- 
ers as a separate and segregated branch 
of the company’s business. The court 
upheld this action. The demand created 
by the general customer originally made 
feasible the construction of facilities used 
to produce, gather, and transport gas to 
the area. Without the continued presence 
of the general customer market, the off- 
peak and interruptible customers would 
not be able to obtain gas at a price as low 
as either the superseded or revised rates. 
The interruptible and off-peak services 
were initiated only for the purpose of 
providing cheaper service to the general 
firm customers, by disposing of gas on 
hand over and above the current demand 
of the general customers. 

The claim that the only basis for de- 
termining the reasonableness of the rates 
was the incremental cost of furnishing 
that service was rejected by the court. It 
held that the costs for a particular service 


PUBLIC UTILITIES FORTNIGHTLY 


must include not only the specific ex- 
penditures but also a just portion of the 


expenses incurred for all services of 
which that in question forms a part. Con- 
sequently, since each service must pro- 
vide a fair share of the total return to 
the utility, incremental cost alone is not 
a sufficient basis, 

Moreover, without the general cus- 
tomers’ demand, the facilities might never 
have existed. Interruptible and off-peak 
customers participate in the benefits 
afforded by the availability of gas 
service. 

They must bear, with the general 
customers, a reasonable share of the total 
cost of providing service. Consequently, 
the court held that the rate for inter- 
ruptible and off-peak services must be 
something over incremental costs and an 
additional amount for the benefits of par- 
ticipating in the service of the company. 
Produce Terminal Corp. et al. v. Illinois 
Commerce Commission ex rel. Peoples 
Gas Light & Coke Co, 112 NE2d 141. 


es 
Subscriber-residents Must Pay Special Taxes 
Imposed by Municipalities 


T= Utah Supreme Court has 
affirmed the decision of the Utah 
commission in Re Utah Power & Light 
Co. (1952) 95 PUR NS 390, that a 
power company should charge and bill 
its customers residing in a municipality, 
as a separate item, pro rata, for exactions 
of “any municipality wherein is imposed 
any municipal franchise, occupation, 
sales, or license tax” against the com- 
pany. The court had approved a similar 
order in Utah Power & Light Co. v. 
Public Service Commission (1952) 97 
PUR NS 373, 249 P2d 951. 

The power company itself had not 
sought such an order but only a readjust- 
ment of rates. It had resisted the order 
since it had assured local authorities that 
it had no intention of billing local 
subscriber-residents for a pro rata share 
of the local imposition. The company’s 
frank consistency and adherence to prin- 
ciple, said the court, were commendable, 
but its private understanding hardly 
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could bind the commission. The matter 
of billing and charging subscriber- 
residents in the area where such imposi- 
tions occurred, arose sua sponte with the 
commission at the rate hearing. 

The basic question is whether cus- 
tomers in an area whose governing 
authority exacts taxes, fees, or other 
imposition against the utility, should pay 
the cost of operation represented by the 
local levies, or whether all customers of 
the company, statewise and pro rata, 
should shoulder that burden. The court 
decided that the order was within the 
regulatory authority of the commission 
and had the effect of rendering uniform 
the practices of the three regulable pub- 
lic service companies dispensing gas, 
telephone, and electric services. 

When these impositions are spread 
over the bills of all customers, said the 
court, discrimination, in some degree, is 
inevitable. The company’s president had 
asserted that in the past, because of lower 
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unit operational costs, densely populated 
areas (where local impositions generally 
prevailed) had benefited outlying areas 
having no impositions, since rates for 
like service were the same, statewide, 
irrespective of residence in or out of the 
local impositions area, which, in reverse, 
represented a discrimination against 
users in the areas where such imposi- 
tions existed. The commission com- 
mented on this assertion : 


The argument is suggested that the 
local imposts tend to lessen or neutral- 
ize the discrimination against subscrib- 
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ers in nonimposition communities. But 
neutralizing one discrimination by 
creating another is no answer. Public 
policy seeks the elimination of as many 
discriminations as possible in a field 
where total elimination thereof is diffh- 
cult or impossible of achievement. If 
the discrimination adverted to exists 
in fact, it is for the commission to help 
write its obituary, rather than to cancel 
its effectiveness by permitting the crea- 
tion or persistence in being of another. 


Ogden City v. Public Service Com- 
mission, No. 7907. 


e 


Company’s Jeopardy Is Basis for Rule Permitting Telephone 
Discontinuance for Gambling 


= New Jersey board dismissed 
a former subscriber’s complaint 
against a telephone company which re- 
fused to restore service previously dis- 
continued at his place because of gambling 
activities. 

The board reaffirmed the position 
which it had taken in a number of earlier 
cases that it was not unreasonable for 
a telephone company to discontinue serv- 
ice upon being informed of its use for 
an unlawful purpose. This rule is based 
on certain New Jersey statutes which 
provide that the company “may be in- 
dicted or lose its certificate of incorpora- 
tion where it either aids, abets, and 
assists gambling or where it knowingly 
engages in the business of carrying or 


transmitting any message of a kind which 
will further or promote the interest of 
any unlawful pursuit.” 

An objection to the admission into evi- 
dence of a letter from the police chief 
requesting that the service be discon- 
tinued, on the ground that the letter was 
hearsay, was summarily disposed of. In 
the first place, the former subscriber’s 
objection was tardy in that no protest 
was made at the hearing. Secondly, the 
subscriber had actually agreed to the let- 
ter being admitted. Finally, the admis- 
sion of hearsay evidence, the board said, 
is not objectionable in an administrative 
hearing. Conlon v. New Jersey Bell 
Teleph. Co. Docket No. 7447, July 29, 
1953. 


ed 


Commission Lacks Authority to Require Municipal Plant to 
Enlarge Facilities beyond City Lines 


Shs Montana commission dismissed 
the complaint of persons living out- 
side a municipality against the water 
service rendered them by the municipal 
utility. The city’s defense was that the 
complaining parties were nonresidents 
and that the commission lacked authority 
to require the extension of facilities be- 
hind the city’s corporate limits. 

The commission decided the case on 
the pleadings, which in this case con- 


sisted of the complaint of the customers 
and the answer of the municipality. The 
contention by the city that a commis- 
sion order directing expansion “would 
amount to forcing taxpayers to vote on 
a bond issue, and in favor thereof, by an 
administrative agency” placed the ques- 
tion squarely before the commission : 


Does it have the power to compel 
a public utility operated by a munici- 
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pality to provide sufficient quantities 
of water to residents outside the city 
limits when such provision would 
necessitate enlarging the mains outside 
the city at a great expense to the own- 
ers of the utility, the residents of the 
city? 


The commission cited a number of 
earlier cases upholding the city’s conten- 
tion that the answer to this question had 
to be in the negative. The reasoning 
of the commission is apparent in these 
sentences from the opinion: 


This commission is a creature of 
statute, spawned by the legislature, as 
is the city of Billings. The legislature 
saw fit to define the sphere activities 


e 


of each, but it did not delegate to the 
commission in its police powers the 
right to dictate to the citizens of the 
municipality that they spend their 
money for the ultimate benefit of non- 
city taxpayers. The commission is 
sympathetic toward the residents of 
the improvement district who find 
themselves in such dire straits, and de- 
sires the record to reflect the same. 
However, it is keenly aware of the 
limits of its jurisdiction which do not 
include the power to enforce an order 
of the nature desired by complainants. 
The remedy is elsewhere. 


Markegard v. Billings, Docket No. 4095, 
Order No. 2394, August 5, 1953. 


Wholesale Gas Price Increases to Be Absorbed by Consumers 
Under Automatic Rate Adjustment Plan 


OUR gas companies serving the New 
York city area were authorized by 
the New York commission to pass on to 


their customers the wholesale price in-. 


crease which the Federal Power Com- 
mission had authorized Transcontinental 
Gas Pipe Line Corporation to charge 
them. To require the companies to 
absorb the additional cost of gas would 
reduce their operating income below a 
reasonable level. Their return would be 
reduced to less than 5 per cent, and in 
one case to 3.50 per cent. 

The companies were allowed to file 
amendments to their tariffs for the pur- 
pose of recouping such additional costs 
through the application of a rate adjust- 
ment factor to the gas consumption 
appearing on customers’ bills. The com- 
mission concluded that the application of 
automatic purchased gas adjustment 
provisions should provide a practicable 
and equitable method of varying charges 
for gas service, upward or downward, in 
approximately the same proportion as 
changes in the cost of gas purchased for 
resale. 

The commission, noting that such 
adjustment provisions might possibly 
militate against operating economies or 
the inauguration and carrying out of im- 


proved and more efficient procedures, ad- 
vised the companies that the actual 
functioning of the purchased gas adjust- 
ment provisions would be subject to 
policing. 

The commission will review the vari- 
ous necessary computations, as well 
as the actual operating results, in order 
that it may reopen the proceedings or in- 
stitute new proceedings to eliminate 
objectionable features, to incorporate de- 
sirable modifications that might be 
deemed necessary in the future, or to 
cancel the automatic adjustment pro- 
visions if they should not accomplish the 
purposes and aims intended. 

The wholesale rate authorized under 
bond by the Federal Power Commission 
was still subject to possible changes. The 
distributing companies were required to 
include in their tariffs special provisions 
for refunding in case the wholesale in- 
crease was eventually annulled. In the 
event of a retroactive reduction in the 
wholesale rates, the distributors are to 
decrease their rate to the level estab- 
lished by the Federal Power Commission 
plus successive monthly refunds for the 
retroactive period. 

The distributing companies, however, 
were not required to pay interest on the 
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amount refunded to each customer since 
they would be burdened with the addi- 
tional wholesale cost of gas until the pur- 
chased gas adjustment provisions would 
become effective. The interest credit re- 


ceived from the wholesale company could 
be used as a partial offset to such addi- 
tional cost of purchased gas. Re Brook- 
lyn Borough Gas Co. Case 16189-16191, 
16195, June 29, 1953. 


e 


Higher Return Allowed Interstate Teletypewriter Service 
For Specialized Service 


ROPOSED interstate teletypewriter 

(TWX) service rates that would 
yield a return of approximately 7 per 
cent were authorized by the Federal 
Communications Commission. Such a 
high return was allowed because TWX 
service is a specialized type of service, 
which is used by a relatively small seg- 
ment of the general public, being used 
primarily by the business community as 
a valuable commercial function. The 
commission was quick to say that such 
a return was not to be considered a 
precedent for other rate-making proceed- 
ings and was not to be construed to indi- 
cate that such a level of earnings was 
proper for any of the other interstate 
communication services of the Bell 
system or for its over-all interstate 
operations. 

The substitution of a fixed monthly 
charge for a guaranty-of-revenue charge 
for each TWX sstation also received 
commission approval. The protestants 
claimed that increasing the burden on 
all users by an additional fixed amount 
in proportion to the number of central 
office lines, irrespective of the amount 
of use made of each station, was mani- 
festly inequitable and would result in 
unjust and discriminatory charges. 

The commission, in rejecting the 
claim, said that such a fixed charge is 
not uncommon in public utility rate 
structures. Each customer causes cer- 
tain expenses to the utility regardless of 
the amount of service he may use. If a 
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customer has a utility installation and 
makes little or no use of it, he imposes 
certain expenses which he should bear 
and which should not be shifted to other 
customers. Under the fixed charge large 
users of the service are not burdened 
with the costs attributable to the smaller 
or convenience users. 

The commission explained that there 
exists the requirement of additional in- 
terstate TWX revenues. Although such 
a requirement could be met by still larger 
increases for message rates than are pro- 
posed here, this would result in a still 
greater burden upon large users of serv- 
ice. The exaction of a portion of such 
additional revenue requirement by the 
imposition of a fixed monthly charge 
applicable equally to all stations, it was 
held, is an equitable means of distribut- 
ing the relatively high costs involved in 
making service available to each customer 
and station. At the same time, it makes 
possible the maintenance of lower mes- 
sage rates and thereby encourages greater 
message use per station. 

After discussing the administrative 
costs of the monthly revenue guaranty to 
the company and the cost of making serv- 
ice available to each customer, the 
commission computed the monthly cost 
of each station. Since the cost of each 
station exceeded $20 monthly, the $10 
monthly charge for each station was not 
considered unreasonable. Re Bell Sys- 
tem TWX Rate Increases, FCC 53-578, 
July 1, 1953. 


Other Important Rulings 


ip Wisconsin commission has ju- 
risdiction to prescribe the account- 
ing procedure to be followed by a transit 
company in recording the cost of prop- 


erty acquired from another transit com- 
pany, and in recording the depreciation 
and amortization expenses applicable to 
such property, Re Milwaukee & Subur- 
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ban Transport Corp. 2-SB-510, May 19, 
1953. 


A temporary injunction against the 
enforcement of confiscatory rates pre- 
scribed by municipal ordinance may be 
obtained by a telephone company, said 
a Texas court, upon a showing (1) that 
there is reasonable probability of success 
on final hearing, (2) that the company’s 
loss will be irreparable, and (3) that 
customers can be adequately protected by 
a refunding bond should the higher rates 
consequently be deemed unfair and un- 
reasonable. Baytown v. General Teleph. 
Co. of the Southwest, 256 SW2d 187. 


Authority to transport feed to farms 
in the general territory of line haul car- 
riers, but without the right to serve 


points presently served by line haul car- 
riers, was granted by the Colorado com- 
mission, notwithstanding the commis- 
sion’s policy to protect line haul service, 
where line haul carriers were unable to 
deliver directly to farms and ranches and 
the required transfer of the load when 
hauled by line haul carriers was demon- 
strated to be unsatisfactory. Re Dunlap, 
Application Nos, 12361, 12362, Decision 
No. 40748, June 15, 1953. 


The need for competition in house 
moving transportation prompted the 
Colorado commission to grant a private 
carrier permit for such service, explain- 
ing that such service was a complex spe- 
cialty for which no rates were prescribed. 
Re Mayfield, Application No, 12272-PP, 
Decision No. 40822, July 3, 1953. 
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FLORIDA RAILROAD AND PUBLIC UTILITIES COMMISSION 


Re Florida Power Corporation 


Docket No. 3719-EU, Order No. 1913 
July 23, 1953 


PPLICATION by an electric company for authority to increase 
l \ intrastate rates; granted. 


Rates, § 48 — Commission jurisdiction — Termination of local control. 
1. The Florida Commission acquired exclusive and absolute jurisdiction 
over rates of an electric company in Pinellas county upon final termination 
of litigation involving rates fixed in that county by the Pinellas Utility Board, 
the rate jurisdiction of which had ceased upon enactment of a statute giving 
the Commission statewide jurisdiction, p. 132. 


Rates, § 204 — Unit for rate making — Electric system. 
2. The unit for rate-making purposes should be the entire interconnected 
operating property of an integrated electric company, without regard to 
geographical or political subdivisions, unless exceptional circumstances re- 
quire or permit the segregation and fixing of a smaller unit, and whether such 
circumstances exist is a matter to be determined by the Commission in the 
exercise of its sound discretion, p. 133. 


Valuation, § 25 — Year-end rate base — Expansion program. 
3. A year-end rate base, rather than an average investment rate base, was 
adopted for an electric company engaged in an abnormal expansion program 
during a period of rapidly rising prices, although it was recognized that a 
rate base should be predicated on the net average investment for the test 
period where there is little fluctuation in a utility’s investment accounts from 
the beginning of the year to the end of the year, p. 134. 

Valuation, § 68 — Rate base determination — Plant acquisition adjustments. 
4. An item representing essentially the difference between the amount 
of money actually paid for electric plant purchased and the original cost of 
such plant when it was first dedicated to the public service was excluded 
from the rate base, p. 134. 

Valuation, § 288 — Rate base— Working capital. 
5. Working capital is an element of value to be considered in arriving at 
a proper rate base, p. 135. 

Vaiuation, § 290 — Working capital — Effect of tax accruals and customer ad- 

vances. 

6. Customer advances for construction, contributions in aid of construc- 
tion, customer deposits, and Federal income tax accruals were deducted 
from the working capital allowance of an electric company, p. 135. 

Return, § 22 — Reasonableness — Factors considered. 
7. The more important factors entering into a determination of a fair 
return are the general economic conditions, the ability of the company 
to attract capital, the current cost of money, the financial history of 
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the company, the risk involved, comparisons with other enterprises of a 
similar nature, and efficiency of management, p. 136. 


Return, § 26 — Cost of money — Effect of expansion program. 
8. That the cost of capital had steadily increased during the past few 
months and interest rates were considerably higher than during past periods, 
when a return of 6 per cent was considered adequate for a public utility, 
were factors considered in determining the rate of return for an electric 
company engaged in a tremendous expansion program to be financed by 
the sale of large amounts of stocks and bonds, p. 136. 


Return, § 87 — Electric company. 


9. An electric company was held to be entitled to a return of 6.45 per cent 
on its year-end rate base in order to pay operating and maintenance ex- 
penses, taxes, depreciation expense, and debt service and to provide a fair 
and reasonable return for its common stockholders, p. 137. 


Expenses, § 11 — Nonrecurring losses — Defect in fuel adjustment clause. 
10. Losses sustained through the inequities of an electric company’s fuel 
adjustment clause, which have been eliminated, should not be allowed as 
an operating expense for rate-making purposes, since, upon elimination of 
the inequities in the fuel adjustment clause, the losses have become a non- 
recurring expense, p. 138. 


Expenses, § 69 — Past maintenance losses. 
11. Past losses resulting from the increased cost of maintenance and ma- 
terials were not considered a proper expense for fixing future rates, p. 139. 
Rates, § 171 — Uniformity — Electricity. 
12. Uniform electric rates throughout an integrated system should be adopt- 
ed in the absence of a strong showing that rate differentials are justified 
in the various territories served, p. 139. 
Rates, § 50 — Commission jurisdiction — Contract rates. 


13. The Commission has jurisdiction over a rate contract although en- 
tered into prior to the time jurisdiction over electric rates was given to it, 
and such contract rates may be changed by Commission order whenever 
justification exists, p. 139. 


Rates, § 345 — Electric company — Industrial service. 


14. An electric company’s industrial rates should bear their fair share of 
increased costs of operation and should be adjusted upward where necessary 
to attain that end, giving due regard to any competitive situation that may 
exist because of the ability of other utilities to serve the company’s indus- 
trial customers, p. 139. 


APPEARANCES: K. E. Fenderson 
and S. E. Simmons, both of St. 


their respective interests may appear; 
B. H. Overton, St. Petersburg, for St. 





Petersburg, for the applicant; J. N. 
Helpbringer, St. Louis, Missouri, for 
City Products Corporation, protestant ; 
F. E. Harrison, Tallahassee, for 
State Road Department, State Insti- 
tutions and Tuberculosis Hospitals, as 
99 PUR NS 


Petersburg Chamber of Commerce as 
its interest may appear; Edwin A. 
Whitnel, St. Petersburg, for Pinellas 
Utility Board as its interest may ap- 
pear, and for himself personally, prot- 
estant; Lewis Petteway, General 
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Counsel for Florida Railroad and 
Public Utilities Commission; Fred 
Pettijohn, Director of Commission’s 
Accounting Department, Fred Romig, 
Commission Accountant, and P. M. 
Schuchart, Director of Commission’s 
Public Utility Department, all appear- 
ing on behalf of the Commission’s 
staff and the public generally. 


ORDER 
By the Commission : 


I. Nature of Proceeding 


This proceeding concerns an appli- 
cation filed in the above entitled mat- 
ter by Florida Power Corporation on 
December 29, 1952, for authority to 
adjust its rates and charges now in 
effect for electric service furnished by 
the company in the state of Florida 
so as to establish and put into effect 
a uniform schedule of rates sufficient 
to yield a fair rate of return upon the 
value of the company’s property de- 
voted to the public use. The applicant 
further prays that the fuel and com- 
modity clauses now in effect as part 
of its rate structure be confirmed with 
such modifications as may appear just 
and equitable ; that the amount record- 
ed in the company’s books under Ac- 
count 100.5 be approved as a prudent 
investment and together with Account 
252 properly includible in the com- 
pany’s rate base and that appropriate 
adjustment of operating expense be 
provided for amortization thereof; 
and that the rates now applicable to 
customers in and about Madison, 
Monticello, and Perry, Florida and 
originally promulgated by Florida 
Power and Light Company, the for- 
mer owner of the electric utility prop- 
erties in said cities, be revised to con- 
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form to applicant’s tariff of charges 
for its other consumers of like service 
throughout the company’s system. 

On January 12, 1953, the Commis- 
sion issued an order providing for a 
public hearing on the reasonableness 
of applicant’s various proposals. The 
first hearing was held in St. Peters- 
burg, Florida, on February 10 and 11, 
1953. The second hearing was like- 
wise held in St. Petersburg on March 
16 and 17, 1953, and the final hearing 
was held in Tallahassee, Florida, on 
April 27, 1953. Written briefs were 
filed and oral arguments were heard 
by the Commission on May 21, 1953. 
Prior notice of each hearing was given 
by newspaper advertisement in each 
county where applicant sells and dis- 
tributes electrical power. 


II. Territory Served 


The applicant, Florida Power Cor- 
poration, is a Florida corporation with 
its principal place of business in St. 
Petersburg, Florida. It is an inte- 
grated public utility engaged in the 
business of generating, purchasing, 
transmitting, distributing, and selling 
electric energy and for that purpose 
owns and operates steam, internal 
combustion engine and hydraulic gen- 
erating plants, substations, transmis- 
sion lines and distribution systems. 
Except for a transmission line extend- 
ing across and forty-eight miles be- 
yond the Florida-Georgia state line 
and connecting with the transmission 
facilities of the Georgia Power Com- 
pany near Barneyville, Georgia, the 
company operates wholly within the 
state of Florida and serves approxi- 
mately 152,000 customers in an area 
of about 20,600 square miles with a 
population of approximately 700,000 
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people, including 96 incorporated cities 
and towns, and more than 150 unin- 
corporated communities and extensive 
rural territory. The region encom- 
passed by the company’s operations 
commences at the Florida-Georgia 
state boundary line near Jasper, 
Florida, extends westward to the town 
of Chattahoochee in Gadsden county, 
southwesterly to Port St. Joe and 
vicinity, south along the Gulf Coast of 
Florida to St. Petersburg and through 
the central part of Florida to the Avon 
Park-Lake Placid vicinity embracing 
thirty-one counties, viz: Alachua, 
Bay, Citrus, Columbia, Dixie, Frank- 
lin, Gadsden, Gilchrist, Gulf, Lafay- 
ette, Lake, Leon, Levy, Madison, 
Marion, Orange, Osceola, Pasco, Pi- 
nellas, Polk, Seminole, Sumter, Su- 
wannee, Taylor, Volusia, and Wakul- 
la. 


III. Commission Jurisdiction 


[1] Under Chap 366, Florida Stat- 
utes, 1951, this Commission has ex- 
clusive jurisdiction over the rates and 
charges of public utilities as defined 
therein. Chapter 366, supra, became 
a law on May 9, 1951, and for almost 
one year thereafter some question 
existed concerning our jurisdiction 
over the rates charged by the applicant 
utility for services rendered to its cus- 
tomers in Pinellas county. At the 
time said chapter became a law there 
was in existence in Pinellas county a 
local regulatory agency created by Spe- 
cial Act of the Legislature with juris- 
diction over the rates and charges of 
Florida Power Corporation in so far 
as its operations within Pinellas coun- 
ty were concerned. After its creation 
the Pinellas Utility Board determined 
that the rates charged by Florida Pow- 
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er Corporation within Pinellas county | 
were unreasonably high and ordered a | 


reduction in said rates. 


The utility | 


attacked the validity of the Board’s | 


order in the circuit court of Pinellas 
county, and pending the completion of 
that litigation, was allowed to collect 
on an escrow agreement the higher 
rates which the Pinellas Utility Board 
had found to be unreasonable. The 
Circuit Court of Pinellas county sus- 
tained the rate order of the Pinellas 
Utility Board and Florida Power Cor- 
poration appealed from that decision 
to the supreme court of Florida. Dur- 
ing the pendency of that litigation 
there was collected under the escrow 
agreement, aforesaid, from Pinellas 
county customers approximately one 
and one-quarter million dollars in ex- 
cess of the rates found to be reason- 
able by the Pinellas Utility Board. 
While this matter was pending before 
the supreme court, Florida Power 
Corporation applied to this Commis- 
sion for authority to increase its rates 
and charges in Pinellas county. In our 
Order No. 1757, dated January 31, 
1952, 92 PUR NS 124, we expressed 
the opinion that the litigation which 
was pending between the utility and 
the Pinellas Utility Board constituted 
a serious impediment to a sound and 
successful financing program and 
handicapped the utility in bringing to 
present and prospective customers in 
Pinellas county, and elsewhere in its 
territory, the type of service which 
was being demanded and to which the 
public was entitled. We recognized 
that we had no authority to require 
Florida Power Corporation to dismiss 
its appeal in the supreme court, but we 
did strongly suggest that its obligation 
to the public required that it immedi- 
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ately terminate its litigation with Pi- 
nellas Utility Board and devote its 
efforts and abilities toward the com- 
pletion of its expansion program so 
that service could be improved and 
new customers given the service to 
which they were entitled. Following 
our suggestions, Florida Power Cor- 
poration dismissed its appeal in the 
supreme court and refunded to its 
Pinellas customers approximately one 
and one-quarter million dollars. When 
Florida Power Corporation dismissed 
its appeal, all litigation concerning the 
rates established by the Pinellas Util- 
ity Board was thereby terminated and 
all rights, powers, duties, and juris- 
diction of Pinellas Utility Board con- 
cerning rates and charges for electric 
energy in Pinellas county ceased to 
exist. Our own jurisdiction over said 
rates then became exclusive and abso- 
lute. Pinellas Utility Board has 
ceased to exist except for the purpose 
of winding up its affairs and is not a 
proper party either in support of or 
in opposition to proposed rate adjust- 
ments in the county where it formerly 
exercised regulatory powers. We have 
received and filed in this proceeding 
the voluminous records compiled by 
Pinellas Utility Board in its investiga- 
tion of electric rates and charges in 
Pinellas county. However, we have 
given said records no consideration in 
the determination of this cause. Pub- 
lic utility operation in Florida is not 
ina static condition. Records of such 
operations compiled several years ago 
are now obsolete and completely value- 
less in a rate proceeding such as this. 
We have received these records and 
will preserve them for their historical 
interest and value, but we find them 
to be of no help in our present in- 


vestigation of applicant’s rates and 
charges. 


IV. Unit for Rate Making 


[2] In fixing the rate base and in 
determining the cost of service, we 
have considered all of the property 
and all of the operations of the com- 
pany. We have treated as a single 
unit all the business of the company 
and have not segregated the property 
employed and the costs incurred in 
connection with the company’s opera- 
tions within local political subdivi- 
sions. Normally, the unit for rate- 
making purposes should be the entire 
interconnected operating property of 
the utility without regard to geo- 
graphical or political subdivisions. 
Exceptional circumstances may re- 
quire or permit the segregation and 
fixing of a smaller unit. Whether 
such exceptional circumstances exist 
is a matter to be determined by the 
administrative body in the exercise of 
its sound discretion. From a social 
and economic standpoint, the use of 
the entire property of the applicant 
seems sound. The company is an in- 
tegrated public utility and_ electric 
energy generated by one of its power- 
houses may be transmitted and deliv- 
ered to any point within the whole 
system. An emergency shutdown or 
failure in one part of the system may 
be met by electric current generated 
elsewhere in the integrated system. 
A segregation under such circum- 
stances would be purely artificial and, 
in part at least, arbitrary. In this 
case neither reason nor expediency im- 
poses any obligation upon this Com- 
mission to treat local geographical or 
political subdivisions as separate units 
for rate-making purposes. The law 
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requires no such separation and the 
facts do not disclose any exceptional 
circumstances which would justify 
the use of arbitrary and artificial bases 
in this proceeding. The Pinellas Util- 
ity Board, in fixing the present elec- 
tric rates in Pinellas county, was func- 
tioning under a special law which 
established Pinellas county as a sepa- 
rate unit for rate-making purposes. 
That special law, however, is no long- 
er in effect but has been supplanted by 
a general law which provides for state- 
wide regulation of electric public util- 
ities. The failure of the Florida legis- 
lature to preserve Pinellas county as a 
separate unit for rate-making purposes 
when it adopted statewide regulation 
in place of local regulation leads inevi- 
tably to the conclusion that the legis- 
lature intended that this Commission 
should consider the entire property of 
a utility as the unit for rate-making 
purposes. 


V. The Rate Base 


[3,4] Before rates can be fixed, 
we must first determine the rate base. 
In this phase of the rate-making proc- 
ess the legislature has charted a very 
clear and specific course for us to fol- 
low. The statute provides that we 
shall investigate and determine the 
actual legitimate costs of the property 
of each utility company, actually used 
and useful in the public service, and 
keep a current record of the net invest- 
ment of each public utility company in 
such property which value shall be 
used for rate-making purposes and 
shall be the money honestly and pru- 
dently invested by the public utility 
company in such property used and 
useful in serving the public, less de- 
preciation, and shall not include any 
99 PUR NS 


good-will or going-concern value or 
franchise value in excess of the pay- 
ment made therefor. Having estab- 
lished the theory upon which the rate 
base is to be predicated, as well as the 
component factors to be given consid- 
eration in such determination, it then 
becomes necessary to determine the 
date to be used to establish the rate 
base. 

In normal times and under stable 
conditions the amount of revenue re- 
quired to produce a fair rate of return 
can generally be calculated accurately 
and equitably upon the average and 
not the year-end balances of the test 
year. On the other hand, where a 
utility is in the throes of unusual 
growth and confronted at the same 
time with constantly increasing in- 
vestment and operating costs, conven- 
tional notions of rate making must be 
adjusted to the circumstances and this 
is especially true where net earnings 
fail to keep pace with heavy additions 
made and to be made in plant invest- 
ment. Where there is little fluctua- 
tion in a utility’s investment accounts 
from the beginning of the year to the 
end of the year, we believe that the 
rate base should be predicated upon 
the net average investment for the 
test period. We have followed that 
method consistently for many years 
and will continue to do so whenever 
and wherever the investment accounts 
disclose nothing more than a normal 
growth. In the present case, a net 
average investment rate base for the 
test year 1952 would be $76,000,000 
in round figures whereas the utility at 
the end of 1952 had more than $95,- 


000,000 invested in electric plant. If > 


we use the average investment for the 
year 1952 in determining the rate base, 
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we would assume an investment level 
that is more than a year old. Sucha 
rate base would bear no relationship 
to the actual conditions as they now 
exist. There seems to be only one 
sound objection to the use of the year- 
end rate base and that is that some 
additional revenues must be ascribed 
to plant additions; however, this 
would be largely offset by the factors 
of additional depreciation, taxes, and 
expenses, so that there is little, if any, 
danger of excessive compensation. 
Under present conditions, as disclosed 
by the record herein, we conclude that 
the year-end rate base is more realistic 
than the average investment rate base. 
Inasmuch as we are here fixing rates 
for the present and for a reasonable 
time in the future, we should not use 
an investment figure that is already 
more than a year old. During a peri- 
od of rapidly rising prices and plant 
expansion, it is difficult, in proceed- 
ings of this nature, to determine an 
adequate and reasonable rate base. We 
must be fair to the public and exer- 
cise our rate-making power in such a 
way that the public is protected against 
exorbitant or unreasonably high rates. 
At the same time, the interest of the 
utility, and those who invest in its 
securities, must also be protected 
against noncompensatory rates. At 
best there is always a delay or regu- 
latory lag of several months between 
the time a utility applies for a rate 
increase and the time a regulatory 
agency is able to make its final deci- 
sion on the application. Even though 
the regulatory agency should deter- 
mine that the utility was entitled to an 
increase in its rates at the time of the 
application, nevertheless, the rates 
could not be made retroactive and the 


135 


utility would be deprived of the in- 
creased revenue during the months 
required to process the application. If 
such losses incurred through the regu- 
latory lag are further augmented by 
the adoption of an average investment 
rate base which coincides with an in- 
vestment level more than a year old, 
then the utility becomes the victim of 
confiscation : it cannot successfully sell 
its securities to raise the capital with 
which to finance its expansion pro- 
gram; customers are unable to secure 
adequate service; prospective custom- 


“ers are unable to secure any service; 


and the public suffers. In the present 
case we have adopted a year-end base 
constructed as shown on Appendix A, 
hereto attached and made a part of 
this order. [Appendix omitted. ] 

The applicant contended for a year- 
end rate base of $90,884,861 con- 
structed as shown on Appendix B, 
hereto attached. [Appendix omit- 
ted. ] 

rhe principal difference in the com- 
pany’s rate base and the one we have 
adopted lies in the allowance for work- 
ing capital and the treatment of elec- 
tric plant acquisition adjustments. We 
have eliminated $1,197,865 which 
represents the electric plant acquisi- 
tion adjustments as not being a proper 
item to be included in the rate base. 
This item represents essentially the 
difference between (1) the amount of 
money actually paid for electric plant 
purchased and (2) the original cost of 
such plant when it was first dedicated 
to the public service. The inclusion 
of this item in the rate base has not, 
in our opinion, been justified 


VI. Working Capital 
[5,6] Working capital is an ele- 
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ment of value to be considered in 
arriving at a proper rate base. The 
various current accounts carried as 
working capital generally are intended 
to fulfill four principal functions; 
namely, to meet current bills, to pro- 
vide a stock of materials and supplies, 
to have a sufficient cash reserve to 
meet emergencies, and to preserve the 
company’s credit standing. It is the 
amount of cash necessary for the sale 
and convenient transaction of a busi- 
ness, having regard to the owner’s 
ordinary outstanding accounts, both 
payable and receivable, the ordinary 
condition of the stock or supplies on 
hand, the natural risk of the business, 
and the condition of its credit. The 
allowance generally should be suffi- 
cient to furnish a public utility with 
funds to meet current operating bills 
when due, and provide for a stock of 
necessary materials and supplies to be 
used in the upkeep of the business. Be- 
cause of the general functions to be 
fulfilled by working capital, it is cus- 
tomary to relate this item to operating 
expenses when determining the 
amount to be allowed in the rate base. 
In our computation of working capital 
we have allowed $1,572,696 for cash 
working capital, $728,787 for fuel, 
and $219,809 for prepayments, mak- 
ing a total of $2,521,292. However, 
we have offset against that amount 
certain sums which the company has at 
its disposal and which it may use in 
lieu of working capital, to-wit: Cus- 
tomers’ advances for construction $54,- 
085, contributions in aid of construc- 
tion $244,555, customers’ deposits 
$774,583, and Federal income tax ac- 
crual for one-half of one-quarter in the 
sum of $395,050. The net amount 
then included in the rate base for 


working capital is the sum of $1,468,- 
273. Thus, we have arrived at a rate 
base of $85,910,409 against which the 
earnings of the company are to be test- 
ed for the constructed year. 


VIL. Rate of Return 


[7,8] The determination of a fair 
and reasonable rate of return is one 
of the most important and complex 
problems in a rate case. The more 
important factors entering into such a 
determination are the general econom- 
ic conditions, the ability of the utility 
to attract capital, the current cost of 
money, the financial history of the 
utility, the risk involved, comparisons 
with other enterprises of a similar 
nature, and efficiency of management. 

We will not give here a detailed dis- 
cussion of our consideration of these 
and other factors entering into this 
phase of the case; however, it is com- 
mon knowledge that during the past 
several months the cost of capital has 
steadily increased. Interest rates in 
the money markets of the county are 
considerably higher now than one or 
two years ago when a return of 6 per 
cent was considered by most regula- 
tory agencies as sufficiently high for 
a public utility. At the present time 
a return of only 6 per cent would not 
appear to be fair and reasonable for a 
public utility which is engaged in a 
tremendous expansion program which 
must be financed by the issuance and 
sale of large amounts of bonds and 
stocks of the utility. In view of the 
current cost of capital and the condi- 
tion of the money market today, con- 
cerning which there appears to be no 
immediate prospects for improve- 
ments, a rate of return of something in 
excess of 6 per cent, but less than 64 
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per cent would, in our opinion, be 
reasonable for an electric public utility 
having a financial history and expan- 
sion program similar to the applicant. 

Florida Power Corporation serves 
some of the fastest growing portions 
of the state. Florida is commonly 
recognized as one of the two or three 
fastest growing states in the entire 
country. Industrially Florida is de- 
veloping at an amazing rate and most 
of this industrial development is tak- 
ing place in territory served by the 
applicant in this proceeding. The ap- 
plicant is engaged in an expansion pro- 
gram which requires the investment 
of some twenty to twenty-five million 
dollars, annually, in additional gener- 
ating, transmission, and distribution 
facilities in order that the constantly 
increasing demands of the public for 
more and more eiectric energy can be 
adequately and efficiently met. Be- 
cause of its past financial history 
which involves depressed earnings 
over a period of several years the ap- 
plicant is at least one financing behind 
the schedule which was reasonably re- 
quired to meet the increased public 
demand for electric energy in its terri- 
tory. Present earnings of the com- 
pany are not sufficiently high to sup- 
port its expansion program. The util- 
ity must attract more capital if it is 
going to meet its obligation to the pub- 
lic and provide, within the territory 
professed to be served by it, adequate 
service for all those reasonably entitled 
thereto. If the utility is unable to 
meet these obligations, then the public 
cannot be served and the public inter- 
est and the public welfare suffer. 
While we would be the last to increase 
rates and charges which the public 
must pay for essential services, never- 
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theless, we will not contribute to the 


. slowing down of the growth and in- 


dustrial development of this great 
state by closing our eyes to the reason- 
able needs of those public utilities 
which are attempting to render essen- 
tial services to the public. Such a 
policy would not only violate the con- 
stitutional rights of the utilities, but 
would constitute a great disservice to 
the public by depriving it of the serv- 
ice to which it is entitled. 

Giving due and careful considera- 
tion to the many factors involved, it is 
our opinion that rates and charges 
which will yield a rate of return in 
excess of 6 per cent, but somewhat 
less than 63 per cent on the rate base 
hereinbefore approved will be fair and 
reasonable and, under present condi- 
tions and for a reasonable time in the 
future, sufficient to enable the com- 
pany to serve its existing debt, attract 
the additional capital it needs to fi- 
nance its expansion program, and pro- 
vide reasonable earnings for the hold- 
ers of its common stock. 


VIII. Additional Revenue 
Requirements 


[9] During the constructed year 
ended December 31, 1952, applicant 
received total gross operating reve- 
nues in the sum of $26,390,826. If 
this actual revenue were adjusted to 
show rates and charges in Pinellas 
county on the same level as the re- 
mainder of the system the total gross 
operating revenues would have been 
$27,544,313. This adjusted revenue 
figure should be further adjusted by 
deducting $5,000 to show the annual 
effect of revenue deductions caused by 
fixing the rates and charges in the 
Madison, Monticello, and Perry area 
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at the system level, and by deducting 
the sum of $60,000 to show the annu- 
al effect of revenue deductions caused 
by a new contract between the appli- 
cant and certain rural electric co-oper- 
atives. These revenue adjustments 
leave total gross operating revenues 
in the sum of $27,657,566. 

Applicants operating and mainte- 
nance expenses for the constructed 
year ended December 31, 1952, were 
$14,857,217. We have adjusted 
these by adding thereto the sum of 
$235,000 to show the annual effect of 
wage increases granted in July, 1952. 
Depreciation expenses for the con- 
structed year were $2,143,278. Taxes 
other than Federal income were $1,- 
154,035 but we have adjusted these 
by adding thereto the sum of $132,674 
to show the annual effect of an increase 
in ad valorem taxes, increased work- 
men’s compensation insurance and 
additional taxes under the state’s pub- 
lic utility gross receipts tax, making 
total taxes (other than Federal in- 
come) in the sum of $1,286,709. 

In our opinion, applicant will re- 
quire a rate of return of 6.45 per cent 
on our rate base of $85,910,409 in 
order to pay its operating and main- 
tenance expenses, taxes, depreciation 
expenses, debt service, and provided a 
fair and reasonable return for its com- 
mon stockholders. 

After giving full consideration to 
the adjusted revenues and adjusted 
expenses for the constructed year, we 
have calculated that a return of 6.45 
per cent on the rate base of $85,910,- 
409 would require Federal income tax 
allowance in the sum of $3,594,141. 
When this allowance for Federal in- 
come tax is added to the adjusted ex- 
penses aforesaid and the result deduct- 


ed from the adjusted gross revenues of 
$27,657,556, the remainder will be 
the applicant’s net operating income in 
the sum of $5,541,221 which repre- 
sents a return of 6.45 per cent on the 
rate base we have found as the reason- 
able value of applicant’s property de- 
voted to the public service. It is our 
opinion that this net operating income 
in the sum of $5,541,221 which repre- 
sents a rate of return of 6.45 per cent 
on the rate base of $85,910,409, will 
be sufficient to enable applicant to 
properly maintain its property, to at- 
tract the additional capital it requires 
to continue its expansion program, 
and to render an adequate and effi- 
cient service to the public. 

In order to receive a return of 6.45 
per cent on said rate base, it will be 
necessary for applicant utility to ad- 
just its rates and charges so as to pro- 
duce gross operating revenues in the 
sum of $27,657,566 on the basis of its 
1952 operations. 

[10] Applicant has contended for 
two further adjustments in its operat- 
ing expenses. First, it contends that 
the annual effect of losses sustained 
through the inequities of its fuel ad- 
justment clause was $275,000 for the 
constructed year ended December 31, 
1952. The automatic fuel adjustment 
clause then in effect was voluntarily 
adopted by the utility and, while it did 
nothing more than recover for the util- 
ity the actual increases in the price of 
fuel from time to time, it failed to 
recover the cost of the fuel when the 
price thereof declined. For that rea- 
son the company has proposed a re- 
vised fuel clause which will protect 
the company against the fluctuations 
in the cost of oil. The $275,000 loss 
sustained in 1952 then becomes a non- 


99 PURNS 138 





rec 
tal 
for 





FLORIDA RAILROAD AND PUBLIC UTILITIES COMMISSION 


recurring loss which should not be 
taken into consideration in fixing rates 
for the future. 

[11] The applicant also contended 
that it suffered a $25,000 loss through 
the increased cost of maintenance and 
materials. We do not consider that 
this is a proper item to be considered 
in fixing rates for the future. 


IX. Uniform Rates 


[12] While the construction of 
rates so as to produce the revenues 
approved by the regulatory agency is 
a matter initially for management and 
this Commission should refrain from 
fixing the exact type of rate unless 
discrimination exists, nevertheless, we 
are of the opinion that uniform rates 
throughout an integrated system are 
desirable and should be adopted in the 
absence of a strong showing that rate 
differentials are justified in the vari- 
ous territories served. Much of what 
we have previously said in this order 
regarding the proper unit for rate 
making is equally applicable to the 
question of uniform rates. The diffi- 
culties attendant upon making approxi- 
mately accurate allocations and fixing 
fair or satisfactory zone or other rate 
differentials should not be undertaken 
unless there are such differences in cir- 
cumstances and conditions between 
different parts of the territory served 
by an integrated electric utility as to 
justify a departure from uniformity. 
We find nothing in this record upon 
which we could base the separations 
and allocations which would be neces- 
sary if rate differentials are to be 
established for different territories. 
Giving consideration to all of the facts 
disclosed by this record, we are of the 
opinion that the applicant should put 


into effect a uniform scale of rates 
and charges for similar service 
throughout its entire system. 


X. Industrial Rates 


[13,14] Industrial rates main- 
tained by the applicant have been the 
result of private contract between the 
utility and the industrial users of elec- 
tric energy furnished by the applicant. 
These contracts were entered into pri- 
or to the time jurisdiction over electric 
rates was given to this Commission. 
While said contract rates were, and 
still are, valid they are subject to our 
jurisdiction and control and may be 
changed by order of the Commission 
wherever justification therefor ex- 
ists. The record here discloses that 
increased operating costs have not 
been reflected in these industrial 
rates. We recognize, of course, 
that large industrial users of elec- 
tric energy make possible for an 
electric utility to expand its facil- 
ities so that domestic and other 
customers of the utility may have more 
efficient and economical service. How- 
ever, industrial rates should bear their 
fair share of increased costs. Some, if 
not all, increases in operating costs 
are related to the generation, trans- 
mission, and distribution of electric 
energy for industrial use. It is our 
opinion that the record herein dis- 
closes conditions and circumstances 
that require some portion of the in- 
creases herein authorized to be re- 
flected in an upward adjustment of 
the applicant’s existing industrial 
rates. 

In adjusting its industrial rates up- 
ward, however, the utility should bear 
in mind the fact that some of its indus- 
trial customers are located in territory 
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that might readily be served by other 
electric utilities. An industrial cus- 
tomer desiring to change from one 
utility to another in order to take ad- 
vantage of a better contract industrial 
rate would, of course, be confronted 
with the necessity of having the new 
contract rate approved by this Com- 
mission. It is not likely that we 
would, in the absence of judicial coer- 
cion, require one utility to increase its 
industrial rates and then approve low- 
er industrial rates for a competitive 
utility. Applicant, however, should 
bear in mind this potential competitive 
situation in adjusting its industrial 
rates upward as directed herein. 


XI. Findings of Law and Fact 


Based upon the entire record herein, 
the Commission finds that : 

(1) The Florida Railroad and Pub- 
lic Utilities Commission has absolute 
and exclusive jurisdiction over the 
rates and service of Florida Power 
Corporation throughout its entire sys- 
tem. 

(2) The entire property of Florida 
Power Corporation should be consid- 
ered as a single unit for rate-making 
purposes without segregation as to 
geographical or political subdivisions. 

(3) The 1952 year-end rate base of 
$85,910,904, as previously discussed 
herein, and as shown on Appendix A, 
hereto attached [appendix omitted] 
and made a part of this order, repre- 
sents the fair and reasonable value of 
Florida Power Corporation’s property 
used and useful in serving the public 
and upon which it is entitled to earn a 
fair and reasonable return. 

(4) A return of 6.45 per cent per 
annum on the utility’s year-end rate 
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base of $85,910,904 will be fair, rea- 
sonable, and compensatory and should 
be sufficient for the present and for a 
reasonable time in the future to enable 
applicant to successfully finance the 
continuation of its expansion program. 

(5) Total gross operating revenue 
in the sum of $27,657,566, based upon 
applicant’s 1952 operations, will be 
required to give the utility a net oper- 
ating income of $5,541,221, or a re- 
turn of 6.45 per cent on said rate base 
of $85,910,904. 

(6) Applicant should put into ef- 
fect throughout its entire system a 
uniform scale of rates and charges for 
similar service eliminating any dis- 
criminations or inequities that may 
exist in its presently effective rates 
and charges. 

(7)  Applicant’s industrial rates 
should bear their fair share of the in- 
creased costs of operations and should 
be adjusted upward to attain that end 
giving due regard to any competitive 
situation that may exist because of the 
ability of other utilities to serve appli- 
cant’s industrial customers. 

(8) Applicant should prepare and 
file with this Commission for its con- 
sideration and approval a schedule of 
rates and charges which, together with 
such fuel and commodity adjustment 
clauses as applicant may propose and 
which may be approved by this Com- 
mission, will produce, on the basis of 
applicant’s 1952 operations, total gross 
operating revenue in the sum of $27,- 
657,566, said schedule and adjust- 
ment clauses, if approved, to become 
effective as to all bills rendered by 
applicant on and after August 1, 1953. 

(9) Jurisdiction over the subject 
matter of this proceeding and the par- 
ties herein should be retained by the 
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Commission for a period of thirty 
days from the date hereof for the pur- 
pose of entering such other and fur- 
ther order or orders as may be neces- 
sary or appropriate in the premises. 


XII. Order 


Now, therefore, in consideration 
ther=of, it is ordered, adjudged and 
decreed by the Florida Railroad and 
Public Utilities Commission as fol- 
lows: 

(1) The findings of law and fact as 
hereinbefore set forth, together with 


the discussion of the various elements 
and factors involved as contained in 
the body of this order, be and the 
same are hereby approved in every 
respect. 

(2) Florida Power Corporation 
shall forthwith prepare and file with 
this Commission for its consideration 
and approval such schedule of rates 
and charges, and fuel and commodity 
adjustment clauses, as may be neces- 
sary and appropriate to produce the 
gross operating revenues herein found 
to be necessary and reasonable. 








UNITED STATES COURT OF APPEALS, THIRD CIRCUIT 


Alabama-Tennessee Natural Gas Company 


Vv. 
Federal Power Commission 


Nos. 10766, 10791 
203 F2d 494 
April 1, 1953; rehearing denied April 21, 1953 


ey of orders of Federal Power Commission relating 
to tariffs filed by natural gas pipeline company; orders 
affirmed. 


Rates, § 236 — Schedules — Increase under Natural Gas Act — Trial rates. 

1. A natural gas company which was granted authority to extend its system, 
subject to filing a satisfactory tariff with the Federal Power Commission, 
and which agreed to an interim rate to afford an experimental basis for the 
postponed determination of a just and reasonable rate satisfactory to the 
Commission is not entitled to treat the interim rate as the kind of rate which 
is subject to change by notice under § 4(d) of the Natural Gas Act, 15 
USCA § 717c(d), since only after an initial determination of a satisfactory 
rate, in compliance with the Commission order relating to the interim rate, 
could the company properly claim that it was operating under the kind of 
tariff that is subject to change by § 4(d) procedure, p. 144. 


Appeal and review, § 28.1 — Finding by Federal Power Commission — Omission 
of intermediate decision. 

2. A court should sustain an order of the Federal Power Commission dis- 

pensing with the intermediate recommendation of the hearing officer, pur- 
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suant to § 8(a) of the Administrative Procedure Act, 5 USCA § 1007(a), 
when from an examination of the record the court cannot say that the 


Commission finding as to the necessity for such omission was arbitrary, p. 
145. 


Valuation, § 290 — Working capital — Factors reducing need. 


3. The Federal Power Commission in determining the need for working 
capital may quite reasonably and properly take into account factors which 
reduce the need as well as those which increase it, p. 145. 


Valuation, § 299.1 — Working capital — Tax adjustment — Past practice of Com- 
Mission, 


4. The past practice of the Commission as to allowances for working capital 


without adjustment for accrued Federal income taxes is not decisive on the 
question whether such adjustment should be made, p. 145. 


Valuation, § 299.1 — Working capital — Income tax accruals. 


5. The action of the Federal Power Commission in reducing the otherwise 
allowable working capital figure by deducting certain accruals for payment 
of Federal income taxes was not erroneous, p. 145. 


Apportionment, § 31 — Costs of natural gas company — Volumetric basis. 

6. An allocation of total costs of a natural gas company between jurisdic- 
tional customers and nonjurisdictional customers on a volumetric basis, 
instead of dividing only operating costs on a volumetric basis and allocating 
fixed costs on the basis of peak day requirements, was not erroneous in the 
case of a natural gas company in a developmental stage when peak day 
demands recorded during a test period fell far short of absorbing the full 
capacity of the system and thus did not have the significance that they would 
have in the normal case p. 147. 


Appeal and review, § 28.1 — Cost allocation by Federal Power Commission. 
7. The appropriateness of an allocation formula employed by the Federal 
Power Commission in a given case raises questions of fact, not of law, and 
when the usual method of allocation of fixed costs of a natural gas company 
would lack normal significance and reasonable men might differ in judgment 
as to a choice of formulae, the choice made by the Commission cannot be 
reversible error, p. 148. 


¥ 





APPEARANCES: Stanley M. Morley, 
Washington, D. C. (Robert E. May, 
Charles V. Shannon, and Wheat, May 
& Shannon, Washington, D. C., David 
I. Day, Jr., and Marshall, Batman & 
Day, Terre Haute, Ind., on the brief), 
for Alabama-Tennessee Natural Gas 
Co.; Reuben Goldberg, Washington, 
D. C. (Bradford Ross, General Coun- 
sel, Bernard A. Foster, Jr., Assistant 
General Counsel, Sherman S. Poland, 
Albert J. Feigen, Washington, D. C., 
on the brief), for Federal Power Com- 
mission. 


Before Goodrich, Staley, and Hastie, 


CJ. 


Hastie, CJ: This is the relevant 
history of the administrative action of 
the Federal Power Commission which 
we are asked to review in these cases. 
The starting point is an order of July 
2, 1948, 7 FPC 257, by which the 
Commission granted Alabama-Ten- 
nessee Natural Gas Company, herein- 
after designated as the petitioner or the 
company, a certificate of public conven- 
ience and necessity under § 7(c) of the 
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Natural Gas Act, 56 Stat 84 (1942) 
15 USCA § 717f(c), authorizing it to 
build and operate certain extensions of 
a natural gas pipeline system on con- 
dition that a tariff satisfactory to the 
Commission be submitted six months 
before the beginning of the new opera- 
tion. 

On December 16, 1949, petitioner 
filed a tariff which it proposed to be- 
come effective about March 1, 1950, on 
the beginning of its deliveries and to 
continue fourteen months thereafter. 
Objections were filed by certain com- 
munities which would be served by the 
new line. By order of February 10, 
1950, the Commission rejected the 
proposed tariff saying that it did “‘not 
constitute satisfactory compliance” 
with the condition of the certificate and 
further directing that the certification 
proceedings “be reopened, and further 
public hearings held with respect to the 
matters involved in and necessary to 
the determination of a tariff satisfac- 
tory to the Commission.” Hearings 
followed during the course of which 
conflicting evidence was received and 
various controversial contentions were 
advanced. 

This reopening of the certification 
proceeding resulted in an order of June 
16, 1950, wherein the Commission de- 
cided, in the light of serious and unre- 
solved conflicts in the evidence and in- 
terpretation thereof, that it should and 
would postpone “determination of 
what constitutes a satisfactory tariff 
until such time as the uncertainty re- 
sulting from the conflicting estimates 
can be dispelled by data derived from 
operating and construction experi- 
ence.” To provide such experience the 
order further authorized the petitioner 
to begin and for fourteen months to 
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continue operations under the tariff 
which had been proposed December 
16, 1949 and rejected February 10, 
1950. However, the order expressly 
provided that “Nothing contained in 
this order shall be construed as con- 
stituting approval of the Commission 
of any service, rate, charge 

provided for in the above-described in- 
terim tariff .” Finally, this 
order also provided that thirty days 
prior to the expiration of the 14-month 
period of operation under the interim 
tariff the petitioner “shall submit a 
tariff satisfactory to the Com- 
mission, together with cost studies and 
other data in support thereof.” All of 
this was in accordance with the com- 
pany’s original December 16, 1949, 
submission, for that filing suggested 
that an interim tariff be permitted “in 
accordance with the Commission’s de- 
cision in Re Texas Eastern Transmis- 
sion Corp., entered in Docket No. G- 
1089 on December 9, 1949 (8 FPC 
1356),” and the restrictive provisions 
of the June order are like those of the 
order in the Texas Eastern Case. 

In November, 1950, the company 
began operations under this June 16, 
1950, order. Thirteen months later, at 
the end of November, 1951, it pro- 
posed that the interim tariff now be 
accepted on an unrestricted basis as a 
satisfactory tariff. The Commission 
rejected this proposal and ordered fur- 
ther hearings to determine a satisfac- 
tory tariff, meanwhile continuing the 
interim tariff, first until January me 
1952, and later until April 30, 1952, 
pending that determination. The hear- 
ings thus ordered began January 14, 
1952. The same day the company 
filed a schedule of increased rates which 
it proposed to make effective February 
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13, 1952, as a change in its tariff to 


meet certain increased costs. On Feb- 
ruary 1, 1952, the Commission entered 
an order rejecting this proposal as pre- 
senting issues comprehended by and 
properly to be decided in the hearings 
then in progress. This order is one of 
the matters now before us for review. 

During the course of these hearings 
which began January 14, 1952, the 
Commission entertained a motion by 
counsel for its staff that the procedure 
of intermediate report and recommen- 
dation by the hearing officer be omitted 
in this case. Over petitioner’s objec- 
tion the Commission granted this mo- 
tion by order issued February 25, 
1952. That order is also here for re- 
view. 

Finally, after completing the hear- 
ings, the Commission on May 1, 1952, 
issued an order, 94 PUR NS 426, 441, 
deciding that neither the interim tariff 
nor the rate proposal of January 14, 
1952, was satisfactory. Instead the 
Commission found that a tariff incor- 
porating a “uniform straight rate of 
314 cents per thousand cubic feet” was 
“just, reasonable, and satis- 
factory to the Commission in accord- 
ance with the rate condition 
issued to Alabama-Tennessee Natural 
Gas Company by order issued July 2, 
1948, supra.” This is the third order 
which we have before us for review. 

[1] We first consider the order 
issued February 1, 1952, rejecting the 
filing by which petitioner attempted to 
accomplish a rate increase under the 
procedure set out in §4(d) of the 
Natural Gas Act, 52 Stat 823 (1938) 
15 USCA §717c(d). Petitioner does 
not deny that the territorial extension 
of its services and operations out of 
which this controversy arises required 
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a certificate of public convenience and 
necessity under § 7(c) of the act. It 
does not deny that the rate condition 
originally incorporated in its certificate 
was within those “reasonable terms 
and conditions” which § 7(e) says the 
Commission may “attach to the issu- 
ance of the certificate.” 56 Stat 84 
(1942) 15 USCA §717f(e). Nor 
does it challenge the order of June 16, 
1950. And that order, entered after 
hearings in the reopened certification 
proceeding, determined, as we already 
have summarized it, what should be 
done to arrive at such a satisfactory 
tariff as was a condition of the certifi- 
cate itself. Indeed, petitioner could 
not very well challenge this order since 
its own December submission had sug- 
gested just such a procedure as the 
Commission sanctioned six months 
later, including the allowance of an in- 
terim rate to afford experiential basis 
for the postponed determination of a 
just and reasonable rate satisfactory to 
the Commission. In its brief, peti- 
tioner goes so far as to say that “re- 
spondent’s extended discussion of the 
power of the Commission to attach rate 
conditions to the certificates which it 
issues is an effort to obfuscate the real 
issues in this case.” Accordingly, ab- 
juring obfuscation, we treat this as a 
case where analysis has its agreed and 
proper starting point in the existence 
of a valid rate condition in the original 
certificate and a valid supplementary 
and modifying order of June 16, 1950, 
providing for a temporary modus oper- 
andi. 

Thus, our only problem is whether 
in addition to the company’s right and 
duty under the June 16, 1950, order to 
work out and put into effect, as yet 
for the first time, a satisfactory rate, it 
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also had the privilege, in the midst of 
this duly prescribed preliminary pro- 
cedure, to invoke the mechanics of 
§4(d) to accomplish an increase in 
the charges which the Commission had 
permitted it to make during the interim 
period. To treat the “interim rate” 
permitted under the June 16, 1950, 
order as the kind of rate which is sub- 
ject to change on the free initiative of 
the company under § 4(d) is to ignore 
the restrictive context in which it was 
allowed to become effective. For it is 
our premise that the Commission had 
power to impose the rate condition and 
it is clear that the June 16, 1950, order 
was in substance a relaxing modifica- 
tion of that condition in accordance 
with petitioner’s own request. This 
conjunction of administrative power 
and the suitor’s consent in our judg- 
ment effectively fixed the temporary 
pattern and terms of the operation dur- 
ing a preliminary period while a just 
and reasonable rate was being deter- 
mined. Only after such an initial de- 
termination of a satisfactory rate in 
compliance with the June 16, 1950, 
order, could the company properly 
claim that it was operating under the 
kind of tariff that is subject to change 
by § 4(d) procedure. 

[2] Petitioner next complains that 
the order issued February 25, 1952, 
dispensing with the intermediate rec- 
ommendation of the hearing officer was 
arbitrary and a violation of the Admin- 
istrative Procedure Act. Section 8(a) 
of that act, 5 USCA § 1007(a), per- 


mits omission of the intermediate deci- 


ALABAMA-TENNESSEE NAT. GAS CO. v. F. P. C. 


sion procedure in this type of case if 
“the agency finds upon the record that 
due and timely execution of its func- 
tions imperatively and unavoidably so 
requires.” The Commission made 
such a finding of necessity. We have 
examined the record and cannot say 
that the finding was arbitrary. Ac- 
cordingly, we sustain it. Compare 
Kenny v. United States (DC NJ 1952) 
103 F Supp 971. In this connection we 
have noted that at the company’s re- 
quest the June 16, 1950, decision was 
made without preliminary recommen- 
dation of the examiner though there 
had been extended hearings before him 
on essentially the same issues as were 
again before an examiner. We have 
not been able to discover such differ- 
ence between the two situations that 
what was reasonable when the com- 
pany requested it in 1950 became ar- 
bitrary when the company opposed it 
in 1952. 


[3-5] This brings us to the merits 
of the rate-fixing order issued May 1, 
1952, 94 PUR NS 426. The peti- 
tioner contends that reversible error 
appears in the Commission’s determi- 
nation of the rate base. First, it is 
complained that the Commission er- 
roneously reduced the otherwise allow- 
able working capital figure by deduct- 
ing certain accruals for payment of 
Federal income taxes. There is no 
dispute as to the propriety of including 
a working capital item in the rate base, 
nor as to what that figure should be, 
except in so far as the total otherwise 





1“Whenever the agency makes the initial 
decision without having presided at the recep- 
tion of the evidence, [the hearing] 
officers shall first recommend a decision except 
that in rule making or determining applications 
for initial licenses (1) in lieu thereof the 
agency may issue a tentative decision or any 
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of its responsible officers may recommend a 
decision or (2) any such procedure may be 
omitted in any case in which the agency finds 
upon the record that due and timely execution 
of its functions imperatively and unavoidably 
so requires.” 60 Stat 242,5 USCA § 1007(a). 
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arrived at may be affected by consid- 
eration of tax accruals. 

Federal income tax is included as an 
item of expense in the computation of 
the rates which the company will be 
permitted to charge during the taxable 
year. But under § 56 of the Internal 
Revenue Code, the company need not 
pay its tax until the year following that 
in which the liability is incurred.* 
Therefore, in so far as customer bill- 
ings are attributable to the company’s 
income tax liability, current payments 
are being received in advance of the 
time when the company must pay cor- 
responding obligations. It follows that 
there is in the hands of the company at 
all times a sum which reduces the 
amount which must otherwise be pro- 
vided and left in the business in order 
to enable it to maintain a position 
liquid enough to meet current obliga- 
tions. Should this situation be taken 
into account in determining the amount 
of working capital to be included in the 
total capital investment on which pe- 
titioner will be allowed a fair return? 

“Working capital,” in the context of 
public utility rate regulation, has been 
defined as the “allowance for the sum 
which the company needs to supply 
from its own funds for the purpose of 
enabling it to meet its current obliga- 
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tions as they arise and to operate eco- 
nomically and efficiently.” Barnes, The 
Economics of Public Utility Regula- 
tion (1942) 495. Since it is normally 
contemplated that all operating ex- 
penses will eventually be paid for out of 
revenues received by the company, the 
need for working capital arises largely 
from the time lag between payment by 
the company of its expenses and receipt 
by the company of payments for service 
in respect of which the expenses were 
incurred. See Pittsburgh v. Public 
Utility Commission (1952) 370 Pa 
305, 309-312, 94 PUR NS 353, 88 
A2d 59, 61-63. But there are time 
lags which work in favor of the com- 
pany as well as those which work 
against it. The company no more pays 
immediately every liability accrued 
than do its customers. In determining 
the need for working capital, the Com- 
mission may quite reasonably and 
properly take into account factors 
which reduce the need as well as those 
which increase it. 

Petitioner urges that this is the first 
case in which the Commission has thus 
considered accumulations of cash 
which must ultimately be used to pay 
Federal income taxes in computing 
working capital.* However that may be 
and for whatever reason, we do not 





2Under this section, 26 USCA § 56, pay- 
ments may be made as follows: 


Per cent of tax due on 
dates in following year 
Mar. June Sept. Dec. 


For tax year 
ending Dec. 31 


of the year 15 15 15 15 
eer 30 30 20 20 
1951 ash 35 35 15 15 
BOE: kacawcecas Se 40 10 10 
1953 45 45 5 5 


1954 and there- 
after .. 50 50 


3It is to be noted that in cases decided 
after the instant one the Commission has 
followed the method of computation adopted 
here. See Transcontinental Gas Pipe Line 


Corp. (1952) Opinion No. 227, 94 PUR NS 
333; Re Northern Nat. Gas Co. (1952) Opin- 
ion No. 228, 95 PUR NS 289; Re Northern 
Nat. Gas Co. Opinion No. 228-A, Sept. 26, 
1952; Re Colorado Interstate Gas Co. (1952) 
Opinion No. 235, 95 PUR NS 97; Re Colo- 
rado Interstate Gas Co. Opinion No. 235-A, 
Sept. 29, 1952; Re Mississippi River Fuel Corp. 
(1952) Opinion No. 234, 95 PUR NS 435. 
Although the Commission had not used a 
precise figure representing tax accruals in com- 
puting working capital in earlier cases, it had 
recognized the effect of such accruals. See 
Re Panhandle Eastern Pipe Line Co. (1942) 
3 FPC 273, 283, 45 PUR NS 203, 212, affirmed 
(CCA8th 1944) 54 PUR NS 26, 143 F2d 488, 
affirmed (1945) 324 US 635, 89 L ed 1241, 
58 PUR NS 100, 65 S Ct 821. 
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consider the past practice of the Com- 
mission to be decisive, since determi- 
nations of public utility rates are based 
to a large extent on estimates which 
project into the future and necessarily 
involve uncertain predictions and many 
imponderables. A factor which theo- 
retically should enter into such a com- 
putation may be ignored in recognition 
that offsetting factors also are omitted. 
Or, under given circumstances the 
over-all computation may unavoidably 
be so imprecise that the omission of a 
particular small factor is unimportant. 
In other cases or in changed times, the 
same factor may loom sufficiently large 
that it cannot be ignored if the result 
reached is to be based on an informed 
rather than an arbitrary estimate. The 
need for flexibility to accomplish such 
re-evaluations is one of the considera- 
tions that make rate regulation more 
appropriately an administrative than a 
judicial function. 

Moreover, the approach now taken 
by the Commission in determining the 
effect of tax accruals on working capi- 
tal has been adopted by many state 
regulatory bodies,* and has been ap- 
proved by economists. While these 
views are not binding on the Commis- 
sion or on this court, they represent a 
body of professional opinion that helps 
to establish in our contemplation the 
reasonableness of the Commission’s 
view. 

[6] Petitioner also claims that the 
Commission erred in the technic it em- 
ployed in allocation of total costs be- 
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tween jurisdictional customers and 


nonjurisdictional customers. The al- 
location itself is necessary in order that 
the Commission may properly deter- 
mine what rates jurisdictional custom- 
ers may be legally charged. The Com- 
mission divided all costs on a 
“volumetric” basis. This means that 
the proportion of total costs assigned 
to jurisdictional business equals the 
volume of gas delivered to jurisdic- 
tional customers during the test period 
divided by the volume of gas delivered 
to all customers during the same 
period. 

Normally, the Commission divides 
only operating costs on “volumetric 
basis’”’ between the two classes of busi- 
ness. Fixed costs normally are allo- 
cated on the basis of “peak day” re- 
quirements of the two classes. It is the 
failure of the Commission to allocate 
fixed costs on some basis other than 
actual gas delivered throughout the 
year to which petitioner here objects. 
Indeed, petitioner alleges that use of 
the volumetric ratio is so arbitrary and 
at variance with the facts that in legal 
contemplation it is no allocation at all 
and the Commission has failed in its 
duty to make an allocation. 

In most cases, the argument for al- 
location of fixed costs on the basis of 
peak day requirements seems to pre- 
suppose that peak day demands absorb 
the full capacity of the system. In that 
event peak day demands of the juris- 
dictional customers measure _ the 
amount of the system’s capacity that 





*See e.g., Re Pacific Teleph. & Teleg. Co., 
(Cal 1948) 75 PUR NS 379, 400; Re Michi- 
gan Bell Teleph. Co. (Mich 1945) 62 PUR NS 
77, 81; Re Long Island Lighting Co. (NY 
1935) 18 PUR NS 65, 159, 160. The supreme 
court of Pennsylvania held it error for a regu- 
latory agency not to consider the effect of tax 
accruals and other lag factors which work in 


favor of the company in its determination of 
working capital. Pittsburgh v. Public Utility 
Commission (1952) 370 Pa 305, 94 PUR NS 
353, 88 A2d 59. 

5 ‘Sen Barnes, The Economics of Public Util- 
ity Regulation (1942) 496-499; Foster and 
Rodey, Public Utility Accounting (1951) 101. 
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is held ready at all times to serve them, 
even though their average daily use 
actually represents a much smaller por- 
tion of average total use. It is there- 
fore considered fair to make those cus- 
tomers bear the cost of the facilities 
thus found to be maintained for their 
benefit.® 

But in the instant case, petitioner’s 
business is still in the developmental 
stage and it is conceded that the peak 
day demands recorded during the test 
period fall far short of absorbing the 
full capacity of the system and thus do 
not have the significance that they 
would have in the normal case. Appar- 
ently recognizing this difficulty, peti- 
tioner offered three alternative meth- 
ods of computation, each of which 
sought to give effect to relative 
demands of, rather than average 
deliveries to, the two types of cus- 
tomers through the use of fig- 
ures other than the peak day demand 
ratio.” The Commission rejected all 
three methods proposed by petitioner 
and allocated the total fixed costs be- 
tween the two classes of business on 
the basis of relative average day usage, 
apparently reasoning that so long as 
there remained a large amount of un- 
used capacity even on the test period 
peak day no allocation based on de- 
mand rather than average use would 


mean very much. Thus, as the matter 
now stands, the cost of having addi- 
tional unused facilities available is to 
be divided between the two classes of 
customers in accordance with actual 
use and no weight is to be given to the 
rather different fraction of system ca- 
pacity to which each is entitled or can 
be expected to demand. 

It is also noteworthy that in denying 
petitioner’s application for rehearing, 
the Commission pointed out that one 
of the chief factors supporting use of 
demand allocation of fixed costs in the 
typical case is the value of the priority 
which wholesale (jurisdictional) cus- 
tomers enjoy over industrial (non- 
jurisdictional) customers, when the 
system is utilized to capacity. But the 
Commission found this priority pres- 
ently insignificant in this case because 
in the current stage of development 
there is much more than ample capacity 
to meet all needs of all customers. 


[7] In our review of the Commis- 
sion’s ruling on this point we are mind- 
ful of the Supreme Court’s admonition 
that “Under this [Natural Gas] act 
the appropriateness of the formula [for 
allocation of costs] employed by the 
Commission in a given case raises 
questions of fact, not of law.” Col- 
orado Interstate Gas Co. v. Federal 
Power Commission, (1945) 324 US 





6 Since a large proportion of the gas sold 
to jurisdictional customers is ultimately con- 
sumed for space-heating purposes, much of it 
by householders, the variation between peak 
day and average day demands of jurisdictional 
customers is usually much larger than the same 
variation is for nonjurisdictional customers, 
most of whom use the gas for industrial pur- 
poses. In the case at bar, the “load factor” of 
jurisdictional customers was alleged to be 39 
per cent—i.e., for every 100 units of gas de- 
manded on the peak day, 39 units were de- 
manded on the average of all days in the test 
period, whereas the load factor for the non- 
jurisdictional customers was alleged to be 90 


per cent. It is thus obvious that if fixed costs 
are allocated on the basis of peak day demands, 
the jurisdictional customers must bear a 
heavier share of the load than if such costs 
are allocated on the basis of average day re- 
quirements or total volume. 

7 Under the first method fixed costs were 
allocated on the basis of current monthly 
contract demand responsibility. Under the 
second method fixed costs were allocated on 
the basis of current monthly billing demands. 
Under the third method fixed costs were allo- 
cated on the basis of the maximum contract de- 
mand responsibility projected for the fifth year 
of operations. 
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581, 590, 89 L ed 1206, 58 PUR NS 
65, 71, 65 S Ct 829, 833. In view of 
the conceded fact that the usual method 
of allocation of fixed costs would lack 
normal significance in this case, and in 
view of the above factors stressed by 
the Commission, we think petitioner 
has established no more than that rea- 
sonable men might differ in judgment 
whether volumetric allocation was 
more appropriate in this case than an 
allocation on one of the formulae of- 
fered by petitioner, each of which at- 
tempted to give some weight to demand 
factors through use of figures other 
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than the usual peak day ratio. In such 
circumstances the choice made by the 
Commission cannot be reversible error. 

Finally, we have not overlooked peti- 
tioner’s claim that § 5(a) of the Na- 
tural Gas Act, 15 USCA §717d(a), 
will be violated by the rate which the 
city of Corinth will pay under the order 
issued May 1, 1952, 94 PUR NS 426. 
But we are not persuaded that on the 
facts here there is any such rate in- 
crease as § 5(a) prohibits. 

The orders under review will he 
affirmed. 





KENTUCKY PUBLIC SERVICE COMMISSION 


Re East Kentucky Rural Electric 
Cooperative Corporation 


Case No. 2013 
June 24, 1953 


PPLICATION by co-operative for certificate permitting con- 
A struction and operation of generating and transmission 
facilities; on further hearing after remand by court, application 
granted. For original Commission decision and court decision, 
see (1950) 87 PUR NS 19 and (1952) — Ky —, 97 PUR 

NS 505, 252 SW2d 885. 


Electricity, § 3 — Distribution of co-operative power — Utility’s transmission lines. 
1. A proposal by electric companies that instead of additional transmission 
facilities being authorized for a co-operative, co-operative generated power 
be distributed over an integrated system of existing utility lines pursuant to 
“wheeling” contracts was not considered a satisfactory, practical, or feasible 
solution, where the lines of the private companies were already overloaded, 
were of such high voltage that they could not be economically tapped, or 
were inadequate in capacity, and where the generation and transmission 
of power by the co-operative to its shifting load centers in rural communi- 
ties and the engineering of these facilities were an integral part of an 
over-all plan of supplying its customers, in which control of the delivery of 
power was as essential as its production. p. 150. 


149 
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Monopoly and competition, § 54.1 — Harmful duplication — Co-operative trans- 


mission facilities. 


2. A proposal by a co-operative to construct transmission facilities for the 
distribution of co-operative generated power in areas in which electric com- 
panies already had constructed lines and poles was not considered a waste- 
ful duplication, because of inconvenience to the public generally or because 
of economic loss through interference with normal uses of land, where the 
evidence that the proposed construction would have such effects was in- 


significant, p. 150. 


Electricity, § 3 — Co-operative transmission line — Use of private facilities. 
Discussion of the technical difficulties involved where a co-operative uses 
private transmission facilities for the distribution of co-operative generated 
power instead of constructing its own transmission line, p. 152. 


APPEARANCES: For the applicant, 
East Kentucky Rural Electric Coop- 
erative Corporation: Philip P. Ardery, 
Attorney-at-Law, Louisville, Ken- 
tucky; J. M. MclIntire, Attorney- 
at-Law, Flemingsburg, Kentucky; 
Charles L. Hobson, Attorney-at-Law, 
Frankfort, Kentucky; Alex  B. 
Veach, President, East Kentucky 
Rural Electric Coop. Corp. Win- 
chester, Kentucky; for the protestant, 
Kentucky Utilities Company: Squire 
R. Ogden, Attorney-at-Law, Louis- 
ville, Kentucky ; Malcolm Y. Marshall, 
Attorney-at-Law, Louisville, Ken- 
tucky; for the protestant, the Union 
Light, Heat and Power Company: 
C. S. Weakley, Attorney-at-Law, 
Cincinnati, Ohio; for the protestant, 
Kentucky-West Virginia Power 
Company and Louisville Gas and 
Electric Company: Clifford E. Smith, 
Attorney-at-Law, Frankfort, Ken- 
tucky; B. Hudson Milner, Attorney- 
at-Law, Louisville, Kentucky; for the 
Commission: J. Gardner Ashcraft, 
Counsel. 


Opinion and Order 


sy the Commission: On the 14th 
day of December, 1950 (87 PUR NS 


19), the Commission entered an 


> 


order in the above-styled proceeding 
granting to the applicant a certificate 
of convenience and necessity author- 
izing it to construct, operate, and main- 
tain a 40,000 kilowatt generating 
plant and 597 miles of transmission 
line. Kentucky Utilities Company 
and other protestants filed action in 
the Franklin circuit court to set aside 
said order. From an adverse decision 
in the lower court the protesting util- 
ities appealed to the court of appeals 
of Kentucky. The court of appeals 
reversed the lower court in so far as 
the order appealed from granted a 
certificate for the construction, opera- 
tion, and maintenance of the transmis- 
sion facilities only and directed the 
lower court to remand the case to the 
Public Service Commission for fur- 
ther hearings and findings on the 
transmission facilities consistent with 
the opinion of the court. This case 
is now before the Commission on re- 
mand for further hearings and pro- 
ceedings outlined in the opinion of the 
court of appeals (1952) — Ky —, 97 
PUR NS 505, 513, 252 SW2d 885. 

[1, 2] The court of appeals in its 
opinion, among other things, states as 
follows : 

“It is our opinion that the case 
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should be remanded to the Public Serv- 
ice Commission for a further hearing 
addressed to the question of duplica- 
tion from the standpoint of an exces- 
sive investment in relation to efficiency, 
and from the standpoint of incon- 
venience to the public generally, and 


economic loss through interference 
with normal uses of the land, that may 
result from multiple sets of right of 
ways, and a cluttering of the land with 
poles and wires. 

If, upon such further hearing, it 
should develop that there will be a 
wasteful duplication of transmission 
facilities in certain areas, then the 
Commission should consider whether 
it is feasible to distribute the energy 
generated by the East Ky. plant over 
transmission lines of the appealing 
utilities. If the latter should be found 
not feasible, we believe the Commission 
would be justified in granting a cer- 
tificate for the proposed transmission 
lines of East Ky., because the need for 
service is clear. 


sy what has been said in this 
opinion, we do not mean to say that 
cost (as embraced in the question of 
duplication) is to be given more con- 
sideration than the need for service. 
If, from the past record of an existing 
utility, it should appear that the utility 
can not or will not provide adequate 
service, we think it might be proper 
to permit some duplication to take 
place, and some economic loss to 
be suffered, so long as the duplica- 
tion and resulting loss be not greatly 
out of proportion to the need for 
service. 


As previously indicated, we think 
that the findings of the Public Service 
Commission on the question of the in- 
adequacy of existing service and of 
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existing service facilities, and on the 
question of the economic feasibility of 
the proposed plan of East Ky., were 
proper.” 

Under these directions of the court 
the only thing to be considered is dupli- 
cation as defined by the court. As we 
understand the opinion, it would be 
necessary to arrive at a finding on each 
of the questions set forth in the first 
paragraph above. However, the court 
in the second paragraph says: 


“Tf, upon such further hearing, it 
should develop that there will be a 
wasteful duplication of transmission 
facilities in certain areas, then the 
Commission should consider whether 
it is feasible to distribute the energy 
generated by the East Ky. plant over 
transmission lines of the appealing 
utilities. If the latter should be found 
not feasible, we believe the Commis- 
sion would be justified in granting a 
certificate for the proposed transmis- 
sion lines of East Ky., because the 
need for service is clear.” 


It is apparent that even if the Com- 
mission should find duplication existed 
as defined by the court under each of 
the tests it outlined, the above par- 
agraph requires the Commission to 
grant the certificate sought, notwith- 
standing the duplication, if it further 
finds it is not feasible to distribute the 
energy generated by East Kentucky 
over transmission lines of the appeal- 
ing utilities. 

We, therefore, felt it advisable to 
arrive at a finding under the second 
paragraph above before making spe- 
cific findings on the enumerated ques- 
tions in the preceding paragraph, since 
a finding on those questions would not 
be material unless there was a finding 
that it was feasible to transmit the 
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energy over the transmission lines of 
the protesting utilities. 

Upon the original hearing the pro- 
testing utilities took the position that 
there was no need for the additional 
generating capacity nor for any addi- 
tional transmission facilities. Upon 
the rehearing the protesting utilities 
have proposed the delivery of the 
power generated by East Kentucky to 
them and its distribution over an in- 
tegrated system by the protestants. 
This may be idealistic but from past 
history we do not believe it would be 
a satisfactory, practical, or feasible 
solution of the problem. 


The court has found in its opinion 
that certain portions of the applicant’s 
transmission system are not duplica- 
tions and, under that finding, this 
Commission has certificated approx- 
imately 197 miles of the system which 
has been constructed under its former 
certificate connecting the applicant’s 
two sources of power at its gen- 
erating plant and its interconnec- 
tion with TVA at Summershade. A 
major portion of the remaining lines 
in this application consists of a loop 
feed between the same two points 
through Taylorsville, Bardstown, Eliz- 
abethtown, Munfordville, etc. There 
has been little evidence on the original 
hearing or upon the rehearing concern- 
ing “wacteful duplication of transmis- 
sion facilities in certain areas” but the 
evidence has been directed chiefly to 
the feas:bility of the whole system. 
The protesting utilities on rehearing 
directed practically their entire evi- 
dence on a substitute system and in- 
cluded only the 197 miles heretofore 
certificated by the Commission of the 
proposed transmission facilities of East 
Kentucky. Their plan envisions that 


not a single foot of line, in addition 
to that already constructed, should be 
constructed by East Kentucky. At no 
time did they direct any part of their 
evidence to establish that there would 
be wasteful duplication in any certain 
areas or that any particular segments 
of the proposed construction would be 
wasteful duplication. 


The Commission studied this prob- 
lem of duplication of transmission 
facilities in certain areas in its original 
consideration and in most, or prac- 
tically all, instances where it appeared 
there might be a duplication of lines 
it was found that existing lines were 
already overloaded, were of such high 
voltage that they could not be econom- 
ically tapped, or were inadequate in 
capacity or for some other reason the 
new lines were justified. 


The applicant has pointed out that 
the generation and transmission of 
power to its shifting load centers in 
the rural communities and the en- 
gineering of its generation and trans- 
mission facilities are an integral part 
of the over-all plan of supplying its 
customers; that one supplements the 
other and to give the needed relief 
both are necessary; that the control 
of the delivery of power is essential 
as well as its production. 

The integration of two separate and 
distinct generating and transmission 
facilities presents many engineering, 
managerial, and economic complica- 
tions. The location and the routes of 
the transmission lines proposed to be 
constructed by East Kentucky were 
predicated on the location of the co-op 
load centers, the expected loads, the 
principal of the loop feeds, the neces- 
sity of adequate connection with TVA, 
and many other factors that, of neces- 
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sity, must be taken into consideration 
by those charged with the responsibil- 
ity of engineering the transmission sys- 
tem. It must be borne in mind that 
each system’s primary responsibility is 
to render efficient, adequate service to 
its own consumers at the lowest pos- 
sible cost. The amount of energy sup- 
plied by the protesting utility to the 
various co-operatives is only ratio- 
wise, both in dollars, and amount, 
small, compared with that necessary to 
supply their own customers. It is 
therefore reasonable to presume that 
the protesting utilities in their plan- 
ning on further expansion and con- 
struction to be governed largely by 
the expected requirements and de- 
mands of their own customers rather 
than the customers served by the co- 
operatives. The complications in- 
volved in combining two separate and 
distinct generating and transmission 
systems are better explained and illus- 
trated by engineers schooled in the 
problem of planning, constructing, and 
operating electric energy systems. 
The evidence discloses other rea- 
sons why the plan of the protesting 
utilities to distribute energy generated 
by the East Kentucky plant over 
transmission lines of the protesting 
utilities is not feasible. The said 
plan, if put into effect, would cause 
East Kentucky to lose control over 
the flow of energy necessary to render 
adequate service over its entire sys- 
tem. It would prohibit the second 
circuit between Ford and Summer- 
shade which is essential to insure prop- 
er stability between the TVA system 
and the East Kentucky system and 
necessary to provide the standby need- 
ed by East Kentucky in its Ford gen- 
erating plant. Elimination of the 
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second circuit would require construc- 
tion of an additional generating unit 
at its Ford plant for standby at an 
estimated cost of from three to three 
and one-half million dollars. Protest- 
ing utilities’ plan would require exten- 
sive voltage regulation equipment, 
elaborate relay, and elaborate tele- 
metering. (See Transcript of Evi- 
dence, Hearing of January 20-21, 
1953—Pages 158, 159, 160, 161, 162, 
169, 170, 171, 172, 173, 174 and 
175.) (See Transcript of Evidence, 
Hearing of March 10-11-13, 1953— 
Pages 104, 105, 106, 107, 108, 109, 
and 110.) 

From reexamination of this record 
and the proof heard upon rehearing, 
the Commission is of the opinion that 
there has been no satisfactory nor 
feasible plan offered on the record for 
the “distribution of the energy to some 
of the co-ops under ‘wheeling’ con- 
tracts.” 

Neither has it been pointed out, 
nor has the Commission been able to 
find, that what might appear to be 
“duplication of transmission facilities 
in certain areas” is in fact a “wasteful 
duplication,’ or wherein the construc- 
tion of any portion of the remaining 
transmission lines will amount to a 
“duplication from the standpoint of an 
excessive investment in relation to 
efficiency.” 

Such evidence as was offered “from 
the standpoint of inconvenience to the 
public generally, and economic loss 
through interference with normal uses 
of the land, that may result from mul- 
tiple sets of rights-of-ways, and a clut- 
tering of the land with poles and wires” 
was to the effect that the results would 
be insignificant. 

The Commission is of the opinion 
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and so finds that it is not feasible to 
distribute the energy generated by 
East Kentucky plant over the transmis- 
sion lines of the protesting utilities. 

The Commission further finds that 
public convenience and necessity re- 
quire the construction, operation, and 
maintenance of the remainder of the 
proposed transmission facilities applied 
for in this application. 

For the foregoing reasons it is 
ordered: 

(1) That East Kentucky Rural 
Electric Cooperative Corporation be, 
and it hereby is, granted a certificate 
of convenience and necessity authoriz- 
ing it to construct, operate, and main- 
tain the remaining part of the 597 miles 
of transmission lines more fully de- 
scribed in the application, exhibits, and 


evidence herein that has not previously 
been authorized by orders of this Com- 
mission. 

(2) That one year from the date 
hereof (and annually thereafter until 
the construction herein authorized is 
completed ) the applicant shall file with 
the Commission a report showing the 
extent to which the construction has 
progressed. Within ninety days after 
completion of the construction author- 
ized herein the applicant shall file with 
the Commission a detailed report of 
the costs of such construction. 

(3) That nothing herein shall be 
construed to authorize the construc- 
tion, operation, or maintenance of any 
additional generating capacity or 
transmission line not specifically au- 
thorized herein. 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Sam Masur et al., Trading As Torch 
Cocktail Lounge 


New Jersey Bell Telephone Company 


Docket No. 7238 
July 22, 1953 


Pye pe by telephone subscribers against discontinuance 
4 


of service; dismissed. 


Service, § 61 — Commission jurisdiction — Discontinuance of service. 


1. The Board of Public Utility Commissioners has jurisdiction over the 
subject matter of a complaint by a telephone subscriber against a company 
for the discontinuance of service and likewise has jurisdiction over the 
parties, p. 156. 
Service, § 2 — Constitutional requirements — Telephone gambling regulation — 
Discontinuance. 
2. A telephone company’s regulation authorizing the discontinuance of 
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service upon notification from a law enforcement official of its unlawful 
use is just and reasonable and not in violation of the 14th Amendment of 


the Federal Constitution, p. 156. 


Service, § 134 — Discontinuance for gambling — Notice from police. 
3. The necessary implication of a request by a law enforcement official 
that a telephone company discontinue service at a particular location, 
because of an offense on a particular date, is that the law enforcement official 
desires that no telephone service shall be given to the party in whose 
name the telephone was registered at any other subsequent time or at any 
other location until that party receives a letter from the law enforcement 
official that there is no objection to restoration of service, p. 156. 


> 


APPEARANCES: Maurice H. Press- 
ler, by Leslie S. Kohn and Paul 
Policastro, for complainants; A. J. 
Bittig, for respondent; John R. Sailer, 
Deputy Attorney General for Board of 
Public Utility Commissioners; David 
M. Lane, Director, Division of Engi- 
neering, on behalf of the Board of 
Public Utility Commissioners. 


By the Commission: The exam- 
iner’s report in the above-entitled mat- 
ter was filed with the secretary of the 
Board of Public Utility Commissioners 
on June 12, 1953, and subsequently 
served on the respective parties. On 
July 1, 1953, the respondent, New 
Jersey Bell Telephone Company, filed 
exceptions to the examiner’s report 
pursuant to Paragraph 7 of Board’s 
Conference Order No. 26. 

The essential points of the excep- 
tions are as follows: 

1. The respondent claimed that the 
recommendations of the examiner 
would limit the discontinuance of 
telephone service at any location which 
was requested by a law enforcement 
official, and that it would not extend 
to a discontinuance of telephone service 
listed under the names of the persons 
who committed the violation. It was 


also claimed that this would result in a 
person who used a telephone for book- 


making, for which service was discon- 
nected, to again obtain service by 
merely moving to another location. 

2. The respondent claimed that the 
state of New Jersey declared book- 
making to be illegal and that the 
Public Utility Commission has no jur- 
isdiction or regulation over police 
officials. 

3. The respondent claimed that it 
had reasonable cause to believe that 
the telephone here in question was be- 
ing used for illegal purposes and that 
it had the right to discontinue the 
service. 

4. The respondent claimed that the 
examiner’s report failed to consider the 
agency relationship between the New 
Jersey Bell Telephone Company and 
the complainants where the complain- 
ants had public telephone service. 

This matter was set down for hear- 
ing on July 7, 1953, for oral argument 
in Room 346, State House Annex, 
Trenton, New Jersey. The parties 
appeared by counsel on that date and 
oral argument was heard. 

The respondent admitted so much of 
the examiner’s report as was set out 
in Paragraphs 1 through 14, inclusive, 
and Paragraph 16. The respondent 
further argued the legal principles and 
interpretation of the examiner’s report 


155 99 PUR NS 








and evidence as more fully set out in 
the exceptions filed with the Board. 

In reply, the complainants argued 
that the examiner’s report was correct 
in that there was no indication in the 
record that Chief of Police Lacey in- 
tended that service at any other tel- 
ephone, other than BIgelow 3-9414 at 
1126 Broad Street, Newark, New Jer- 
sey, be discontinued; that the discon- 
tinuance of telephone BI gelow 3-9722 
at 258 Clinton Avenue, Newark, New 
Jersey, was unlawful ; and that service 
should be restored to the complainants. 

The Board finds as facts the matter 
set out in Paragraphs 1 through 14, 
inclusive, and Paragraph 16 of the 
examiner’s report as filed herein. 

The Board now considers the argu- 
ment of counsel for the respective par- 
ties and finds that: 

[1-3] 1. The Board has jurisdic- 
tion over the subject matter and over 
the parties. Toms v. New Jersey Bell 
Teleph. Co. Docket No. 7283, dated 
May 20, 1953, 99 PUR NS 63. The 
provision in §10, Regulation G of 
respondent’s tariff, “the right to ter- 
minate service,” is just and reasonable 
and not in violation of the 14th 
Amendment, and it has been upheld 
many times by the Board. Toms v. 
New Jersey Bell Teleph. Co. supra. 


2. The letter of Frederick R. Lacey, 
Chief of Police, Newark, New Jersey, 
dated August 9, 1952, as more fully 
set out: 

“In reply to your letter of July 30, 
1952, with reference to Dude’s Bar 
(BI 3-9414), 1126 Broad Street, 
Newark, New Jersey, we are forward- 
ing herewith a photostatic copy of a 
communication, received from Deputy 
Director Emerson A. Tschupp, Divi- 
sion of Alcoholic Beverage Control 
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Division, state of New Jersey, 1060 
Broad Street, Newark, New Jersey, 
which contains pertinent excerpts from 
the synopsis of facts from that divi- 
sion’s investigation which resulted in 
the arrest of Albin K. Ragowski, a 
bartender in the tavern. 

“Communication from the Alcoholic 
Beverage Control Division is self-ex- 
planatory, and as a result of his arrest, 
Ragowski pleaded guilty to accepting 
horse race bets (bookmaking) and 
was fined $150. 

“The second telephone (BI 2—7499) 
listed in your letter was not involved in 
this case. 

“In view of the facts contained in 
this matter, I respectfully request that 
BI 3—9414 be removed from the prem- 
ises. 

“Thanking you for your co-opera- 
tion in this matter, I am” 
indicates to the Board that the chief 
of police requested the telephone listed 
under Dude’s Bar, 1126 Broad Street, 
Newark, New Jersey, which was a 
trade name for Sam Masur and Irving 
Goldstein, to be discontinued, and that 
there arises the necessary inference 
that the chief of police did not 
desire telephone service to be granted 
to Sam Masur and Irving Goldstein 
at any other location. 

3. The Board, beginning with the 
DeLuisa Case ([1949] 78 PUR NS 
22), and many cases subsequent to 
that, has stated that it has no juris- 
diction over any law enforcement of- 
ficial and that his actions in the course 
of this employment are presumed to be 
valid until shown otherwise, in some 
other forum of competent jurisdiction. 

4. The Board has considered the 
record and it finds that the action of 
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the telephone company in discontinuing 
service to Sam Masur and Irving Gold- 
stein on the basis of the letter from the 
chief of police of Newark, New Jersey, 
as set out in Paragraph 2 above, was 
reasonable. 

5. In the original hearing and rec- 
ord and examiner’s report, there was 
no substantial issue raised as to the 
right of the respondent, New Jersey 
Bell Telephone Company, to discon- 
tinue service where there was an 
agency relationship, and as this is a 
new issue, the Board will not now 
consider it. 

The Board now considers that where 
a law enforcement official notifies the 
telephone company to discontinue serv- 
ice of a particular telephone at a par- 
ticular location because of an offense 
on a particular date that the necessary 
implication of that request is that the 
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law enforcement official desires that no 
telephone service shall be given to the 
party in whose name that telephone 
was registered at any other subse- 
quent time until that party receives a 
letter of no-objection from the law en- 
forcement official or his superior that 
they have no objections to the restora- 
tion of service. 

Therefore, on the basis of the record 
and after a consideration of the exam- 
iner’s report, the exceptions as filed 
thereon and oral argument of counsel, 
the Board decides that the telephone 
service to Sam Masur and Irving 
Goldstein, t/a Torch Cocktail Lounge, 
258 Clinton Avenue, Newark, New 
Jersey, should not be restored until 
they receive a letter of no-objection 
from the chief of police or police com- 
missioner of the city of Newark, and 
that the complaint is denied. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re City of Two Rivers 


2-U-4021 
June 5, 1953 


PPLICATION by municipal electric plant for authority to 
l \ substitute a flat charge for a percentage penalty for delin- 
quent bills and to revise certain rules; denied in part. 


Payment, § 53 — Delinquent bills — Gross penalty. 
1. A 5 per cent gross penalty, rather than a flat 50-cent charge, for delin- 
quent electric bills was deemed more equitable because, under the flat charge, 
small users would have a gross charge levied against them which could 
amount to as much as 87.5 per cent of their net bill, p. 158. 


Rates, § 354 — Electric — Off-peak charges — Simplification of billing. 
2. The discontinuance of off-peak water heating and cooking-and-heating 
electric rates, in order to simplify billing and avoid additional operating ex- 
penses, was considered reasonable, p. 158 
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Rates, § 174 — Necessity of determining rate base — Decreased rates. 


3. A rate base need not be determined where proposed rate changes will 
result in a slight decrease in earnings, p. 159. 


Opinion and Order 


By the Commission: The city of 
Two Rivers, Manitowoc county, as a 
water and electric utility, on April 8, 
1953, filed a joint application for au- 
thority to adopt a flat charge as a 
penalty for nonpayment of water and 
electric bills and to revise certain rules. 

Notice of hearing and assessment of 
costs was issued April 21, 1953. 


Hearing: May 11, 1953, at Madi- 
son, Wisconsin, before Examiner 
Rolfe E. Hanson. 


APPEARANCES: For the city of Two 
Rivers, John Dever, city manager, 
Donald Laubenstein, director of util- 
ities, Alfred O. Allie, chief accounts 
clerk, Two Rivers; of the Commission 
staff, I. M. Backus, rates and research 
department; Gerald F. Wilke, rates 
and research department. 


Opinion 

The city of Two Rivers, as an 
electric utility, desires to place in effect 
a post-card billing system. It appears 
that there is not sufficient space on the 
card to imprint the gross billing as well 
as the other necessary information. 
The utility desires to place in effect a 
fixed penalty that would be added to 
the net bill for nonpayment within the 
prescribed discount period. 

The utility contends that the entire 
time of one employee is used in meter 
reading and delivery of bills. Re- 
cently, several hours of overtime have 
been necessary in order to deliver bills. 
By using post-card machine billing, the 
increase in costs will be prevented. 
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The calculation of bills has resulted 
in overtime work for the billing clerk. 
If a system of machine post-card bill- 
ing is adopted, the billing time will be 
reduced. 

The utility has an off-peak storage- 
type water-heating rate and a heating- 
and-cooking rate. All the customers 
served under these rates could be ad- 
equately served under various residen- 
tial, commercial, or municipal service 
rates. The utility desires to abolish 
the present off-peak water-heating 
rate, Rw-1, and the heating-and-cook- 
ing rate, Ch—1, in order to simplify its 
billing. 

[1] The Commission — considers 
that a flat 50-cent penalty is inequi- 
table. The small users would have a 
gross charge levied against them 
which could amount to as much as 
87.5 per cent of their net bill for 
a particular month. Since the utility 
now has a 5 per cent penalty for power 
use, the use of a 5 per cent gross pen- 
alty is deemed more equitable than 
a flat penalty. 

[2] On the basis of 1952 operations, 
if the present off-peak water-heating 
rate and the cooking-and-heating rate 
were removed and the use under these 
rates transferred to other rate sched- 
ules, five customers would have an 
annual increase totaling about $87 and 
seven customers would realize a total 
decrease of about $195 annually. A 
net decrease to the applicant in the 
amount of $108 annually will result. 

If the rate changes are placed in 
effect, the utility will be able to prevent 
additional operating expenses from 
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occurring for meter reading, billing, 
and collecting. 

[3] The rate changes will result in 
a slight decrease in earnings for the 
utility although certain rates paid by 
some individual customers may be 
increased slightly. There is, therefore, 
no necessity to make a finding of a rate 
base in this proceeding. 


Findings of Ultimate Fact 


The Commission finds: 

1. That it is just and reasonable to 
withdraw the existing electric rate 
schedules applicable to water heating 
and to heating and cooking. 

2. That the rates as set forth in the 
appendix [appendix omitted] will not 
yield a rate of return in excess of the 
present rate of return. Said rates are 
reasonable and just. They will result 
in a net decrease in revenues to appli- 
cant of $108 which will have no ma- 
terial effect on the rate of return. 


Conclusions of Law 


The Commission concludes: 
That it is empowered under §§ 
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196.20 196.37, 


Statutes, to 
change applicant’s rates and rules and 
to approve and establish lawful rates 
and rules. 


and 


ORDER 


The Commission therefore orders: 

1. That the present rate schedules, 
Rw-1 and Ch-1, of the Two Rivers 
municipal electric utility shall be 
withdrawn and the customers served 
thereunder be transferred to other 
appropriate rates. 

2. That the present gross rates in 
rate schedules Rg—1, Rg—2, Eg—1, and 
Cl-1, of the Two Rivers municipal 
electric utility be superseded and the 
penalty provision set forth in the 
appendix attached hereto [omitted 
herein] be substituted for them effec- 
tive the first meter reading date fol- 
lowing the date of this order. 


Ep1tor’s Note.—The Commission has 
also held that the proposed substitution 
of a flat charge for a percentage penalty 
for delinquent water bills is unduly dis- 
criminatory against small users. Re 
Two Rivers, 2-U—4022, June 5, 1953. 





FEDERAL POWER COMMISSION 


Re Transcontinental Gas Pipe Line 


Corporation 


Docket No. G-—2075 
July 17, 1953 


Ce of question as to admissibility of evidence be- 
fore presiding examiner; ordered that evidence be received. 


Rates, § 13 — Authority of Federal Power Commission — Natural Gas Act. 


1. The scope of the authority of the Federal Power Commission under § 4 
(e), of the Natural Gas Act, 15 USCA §717c(e), is as broad as that con- 
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tained in § 5(a), 15 USCA §717d(a), and embraces all issues relating 
to the determination and apportionment of costs between interstate whole- 
sale customers of a pipeline company, whether or not the customers be as- 
signed to one zone or different zones on a pipeline, p. 160. 


Rates, § 648 — Evidence — Admissibility under Natural Gas Act. 


2. A presiding examiner, in a proceeding under §4(e) of the Natural 
Gas Act, 15 USCA § 717c(e), should receive evidence relating to rate zones 
and the allocation of costs between customers of a gas pipeline corpora- 


tion, p. 160. 


Order Directing Presiding Examiner 
to Receive Evidence Respecting 
Zone Rates 


By the Commission: [1,2] On 
July 13, 1953, the presiding ex- 
aminer, pursuant to § 1.27(b)(8) 
of the Commission’s Rules of Prac- 
tice and Procedure, certified to the 
Commission, for its consideration 
and disposition, the question whether 
at the hearing in this proceeding, now 
in progress, he should receive evidence 
relating to rate zones and the alloca- 
tion of costs between customers of 
Transcontinental Gas Pipe Line Cor- 
poration (Transcontinental). 


This proceeding involves an appli- 
cation under §4(e) of the Natural 
Gas Act, 15 USCA §717c(e), for a 


rate increase. Objection has been 
made by certain interveners to the re- 
ception of evidence whereby it was 
sought to develop cost of service by 
rate zones for Transcontinental. The 
contention is made that the Commis- 
sion does not have authority under 
§4(e) to make an apportionment of 
the total costs of service between cus- 
tomers or between zones. Section 4 
(e) provides that when a company 


files for a change in rates, the Com- 
mission after a hearing “‘may make 
such orders with reference thereto as 
would be proper in a proceeding initi- 
ated after it had become effective.” 
A “proceeding initiated after it (the 
rate) had become effective” can only 
be one under §$5(a) of the act, 15 
USCA §717d(a) (Hope Nat. Gas 
Co. v. Federal Power Commission 
[CA4th 1952] 94 PUR NS 375, 196 
F2d 803, 805). Under § 5(a), the 
Commission’s authority extends, inter 
alia, to the question as to whether the 
rates are “unduly discriminatory or 
preferential, The scope of 
the authority under § 4(e) is as broad 
as that contained in § 5(a); and em- 
braces all issues relating to the deter- 
mination and apportionment of costs 
between interstate wholesale custom- 
ers whether or not the customers be 
assigned to one zone or different 
zones on a pipeline. 


The Commission orders: 

The presiding examiner is hereby 
directed to hear and receive testimony 
and other evidence relating to the sub- 
ject matter referred to in the question 
certified. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


\G&E Plant in Operation 
On Kanawha River 


newest steam-clectric generating power 
in the seven-state American Gas and 
Company system, the Kanawha River 
the Kanawha River at Glasgow, West 
— beean delivering its 200,000 kilowatts 
The $46,000,000) plant is owned and 
L by the Appalachian Electric Power 
mpany, a major AGE subsidiary. A second 
00,000 kilowatt unit is under construction and 
Syne 1 to go into operation late this veur. 
hen both generating units are “on the line” 
+ opl will consume about 1,080,000 tons of 
| a Leu, 

The AG&E system's capacity now has risen 
3,219,000 kilowatts with the addition of the 
rst Kanawha unit. Another 920,000 kilowatts 
of capacity is under construction by the sys- 
tem, including the second Kanawha unit. When 
operating at full completed capacity, the plant 
will produce enough power to serve the resi- 
dential requirements of a city the size of Phila- 

delphi, according to its engineers. 
The Kanawha River plant is the fourth 
jor power generating station to be placed 
in operation on the AGE System during the 
past eight vears. This plant represents only a 
small part of the overall expansion program of 
the seven principal operating companies that 
up the AGE System. During the period 
1947-54. inclusive, the System's expansion will 
] more than S$680-million for new gen 
distribution and other 


\< cst 
eration. transmission, 


1} 
el 


‘Texas Gas ‘Trans’ Completes 
1952-1953 Construction Program 


T s Gas TRANSMISSION CORPORATION, 
(ov enshoro, Kentucky, recently put inte 
e tinal 45-mile segment of its 1952 
nstruction program, according to L. i 
vice president, 
exas Gas System can now deliver more 
hillion cubic feet of gas a day through 
les of pipeline. The System serves util- 
ndustrial customers in Kentucky, Ten 
lndiana, [Hlinois, Mississippi, Arkansas, 
Tsim. 


Westcott & Mapes Names E. E. 
Cobb as Engineering Manager 
W ~icorrt & Mapes, INc., architects and en- 

cineers, 109 Church street, New Haven, 


tieut, have announced the appointment 
r E. Cobb as engineering manager. In 


this capacity he will dir tall architect 
engineering services per 
Mapes. 

Mr. Cobb has 
Mapes since August 
of the electrical division 


forme ] bv West 


been with Westcott 
1950 and has heer P 
\ucust 


] 


rcl 
1951] 


since 


Houston Lighting to Build 
$20,000,000 Station 


‘Ts Houston Lighting and Power Companys 
plans to build a new $20,000,000 outdoor 
steam-electric station on the Ship Channel di 
rectly across Troma Baytown refinery. 

According to the announcement, work is due 
to begin on it in early 1954. Plans are for it 
to be completed and in operation two years 
later. 

It will be known as the “Sam Bertron Steam 
Electric Station,” in honor of Sam R. Ber- 
tron, president of the Houston Lighting and 
Power Company. 

The plant will be similar in character to the 
company’s newest branch plant at Greens Bayou 
aad will supply the fast and growing industrial 
ares. sometimes referred to as the “Golden 
Triangle.” 


B-K Steel Forms Used to Build 
Tunnels for Niagara Project 
B vw-hKNox Company's. steel forms, used 

for concrete setting, are helping to build 
another of the construction wonders of Amer 
ict. The new wonder is the pair of gigantic 
that wal water f Niagara 


from 
$300 million ele Powel 


divert 
to the new 
station beme erected in Canada 
The water will be 
Niagara River, near ( 
the lalls. The twin tunnels will trans] 
der the city of ! rara Falls, Ont 


taken from 


‘hippawa, two n 


or a total 
nels will link up wit! 
it will deliver the 1 
k Generatit 
he power plant 


(Continued on page 26) 





METER SEALER — WIRE S 


@ Combination sealer and snipper 4g 
with powerful leverage. Sturdy K 
steel, yet light weight. Complete 
with flat lettered dies — $6, 

(Slotted or recessed dies — 

75¢ additional.) 

Write for FREE Catalog. 


70 OAK ST. 
* BUFFALO 5S, N.Y. 
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on the side of a 300-foot cliff 
of the Lower Niagara River Gorge. The plant 
will have a generating capacity of 1,200,000 
kilowatts, enough for the residential needs of 
7 to 8 million people. Four of its 12 generating 
units are expected to be running next vear, 
while the remainder will reach full operation 
by 1957. 

On the average, one-fifth of the total flow 
of Niagara will pass through the tunnels. This 
amounts to 26 million gallons of water per day, 
enough to meet the home needs of from one- 
quarter to one-half billion people 

Blaw-Knox steel forms have been used on 
such other tremendous construction jobs as the 
Pennsylvania Turnpike, the Delaware Aque- 
duct used to bring drinking water to New York 
City, Philadelphia, Chicago, and New York 
subways, the Soo locks, the Lincoln tunnel in 
New York, and a large number of the nation's 
higgest dams. The start of this company in 
1907 was based on the invention of re-usable 
steel forms for concrete construction; the 
Panama Canal was the first big use of the new 
product. 


below the Falls, 


G-E Announces New Bulletin on 
Indoor Current Transformers 
An bulletin describing G-E Type TKR-O 


indoor current transformers for operating 
watthour meters or instruments has been an- 
nounced as available from the General Electric 
Company, Schenectady 5, N.Y. 

The four-page bulletin, designated GEC -956, 
contains information on the transformer’s ap- 
plication, construction features, accuracy 
ranges, thermal rating, and various engineer- 
ing and design aspects. 

Illustrations are provided showing the trans- 
former’s characteristic ratio and phase-angled 
curves at 60 cycles. 


Columbia Gas Installing 
Electronic “Brain” 


A700 electronic “brain” that takes only 
a few hours to solve pipeline network 
that previously weren't even at- 
tempted, is heing installed by Columbia Gas 
System in Columbus, Ohio. 

The machine, known as the McIlroy Pipe- 
line-Network Analyzer, will indicate pipe sizes 
to maintain proper gas pressures for customers 
and will save the System millions of dollars. 
It does this by computing the rates of gas flow 
in the various pipe lines constituting low-pres- 
sure gas distribution systems. By using elec- 
tricity flowing through wires to simulate gas 
flowing through pipelines, the analyzer also pro- 
vides a pressure survey. By easily made changes 
in the circuits, the engineers can experiment 
with various combinations of pipe sizes and 
locations of gas sources, each of which would 
take months, possibly years, to work out mathe- 
matically. 

Heretofore when a distribution network was 
to be extended to new customers or changed 
in any other way, finding the right combination 
of pipe sizes and placement to maintain the 
proper pressure was to a great extent a matter 


problems 


of estimation. Time is not available to work 
out mathematically the accurate results of vari- 
ous combinations. So, mathematics, experience 
and estimates have been combined to provide 
the answers. This might mean several miles of 
six-inch pipe laid where four-inch pipe would 
have done just as well. Such minor inaccuracies 
can cost thousands of dollars since without the 
analyzer it is necessary to be careful not to 
underestimate pipe line sizes. 

Today the gas industry has shown a greater 
interest in the “brain” than has the waterworks 
industry. Three of the gas network analyzers 
of approximately similar design have been 
built by the Standard Electric Time ae 
Springfield, Mass., under the direction of 
Malcolm Mcllroy, assistant Dean ot Covad 
University’s College of Engineering, who de- 
veloped the Analyzer. 

Columbia Gas System’s analyzer is designed 
to fill the specific needs of a luge natural gas 
system serving more than a million retail cus- 
tomers in seven mid-Appalachian states. It 1s 
being set up in the engineering laboratories of 
Columbia Gas System Service Corporation, 
affiliate of The Columbia Gas System, Inc. for 
the use of all Columbia companies. 

According to C. F. de Mey, vice president 
and chief engineer of Columbia Gas System, 
the network analyzer will serve several pur- 
poses. By simulating the flow of gas it can 
determine the gas pressure at street intersec- 
tions of a distribution system, giving a close 
approximation to a pressure survey, which was 
never hefore available in so complete a form. 
This information will show where pipe capacity 
must be added to give better service. 

Many trials of the best location for regu- 
lators or sources (points where gas is taken 
into the distribution network) can be made in 
the time it would take the engineers to think 
about figuring one possible location mathe- 
matically. The computer can look ahead, too, 
showing necessary additions for a five-year 
construction plan based on estimated future 
gas requirements. 

Two possible problems are anticipated : per- 
suading old-time distribution men that the ma- 
chine is more accurate than their experience- 
plus-intuition c: alculations ; and translating the 
street distribution man’s language into com- 
puter languz age. The analyzer is only as good 
as the information fed into it; that informa- 
tion must be as accurate as can be obtained. 
When it’s right it’s really right. It’s not magic 
—it’s science and progress! 


Kellogg to Build Chimneys 
580 Feet High at Power Plant 


W. Kettocc Company has received a 

¢ $1,750,000 contract to build three of the 
world’s tallest chimneys—each 580 feet high 
—at Cheshire, Ohio. 

The chimneys will go into Ohio Valley 
Electric Company’s power plant estimated to 
cost $200,000,000 as one of two generating 
units for the uranium diffusion center of the 
Atomic Energy Commission near _ Ports- 
mouth, Ohio. 

(Continued on page 28) 
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Mountain States Telephone & Telegraph Co. 


SAVES TIME—CUTS COST 


WITH 


2 MANEUVERING 


faster turning in streets and tight 
cause of 10914 inch wheelbase of 
del 3020 line construction work. 


ve 


CREW SPACE 
man crew compartment with over- 
gth shorter than conventional line 
. 60 inch CA dimension, shorter 
base make it possible. 





hite 32000 


TAILORED right to the job, the White 3000 has functional 
advantages that cannot be matched ... that mean time sav- 
ings and cost reductions first day in service. 

In specialized line construction service, its exclusive 
design pays off for Mountain States Telephohe & Telegraph 
Co., which has been operating Whites for 40 years. 

Faster maneuvering, driving ease, safety and visibility 
all are definite advantages. And the power-lift cab saves 
inspection and maintenance time. 

In every way, you'll find the White 3000 is today’s way 
to efficient, economical truck transportation. 

See your White Representative for facts. 


THE WHITE MOTOR COMPANY 
Cleveland 1, Ohio 


FOR MORE THAN 50 YEARS THE GREATEST NAME IN TRUCKS 
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28 INDUSTRIAL PROGRESS—( Continued ) | 
Weighing 9,000 tons apiece, the chimneys has been issued by Federal Electric Product f 
will he reinforced concrete construction and Company, 50 Paris street, Newark, New Jerse : 
will have an outside base diameter of 55 feet. The booklet describes in detail the many pat 4 
Construction, which is expected to take ented features of Federal’s line of safety F 
whic f : p: ; ’ 
nearly two years, is scheduled to begin next switches, including the only  front-operated, 
mont} visible-blade switches of this type on the mar i 
Each chimney will contain a bomb shelter in — ket : 
the base, two utility rooms and a 250,000-zal- The bulletin describes Type A, ACI switche- 
lon condensate water tank up through 1200 amperes; Type A, Double ' 
The 1,000,000 kilowatt steam-clectric gen Throw up through 600 amperes; and Type [D 
erating station will be ready for complete op- up through 400 amperes. Switches are availab! 
eration in 1956. This station and a sister plant in raintight (NEMA IIT) and cast enclosure- 
at Madison, Indiana, will be the largest of to meet NEMA specifications {11, TV, and \ 
their kind in the world Features of Federal Noark front-operated 
; Industrial Switeh are shown in drawings arn 
Booklet Describes photos. Also illustrated and described in detail | 
Crawler Crane is the patented new Federal Noark high pres { 
rawicl rane sure fuse holder, which completely eliminate. | 
7. te Scuieno Banram Company has issued — heat-creating joints near fuse clips ; 
lite rature wl ich ck ~( ribes in detail its re ' 
cently introduced C-%) Crawler Crane. Vepco Plans $16,000,000 . 
fhis new piece of titerature gives complete . 2 eins >: ' 
specifications and engineering data descriptive Addition to I ossum I oint Plant 
of the new machine and 1s available to anyone IRGINIA Evecrric & Power CoMPANny will ' 
interested. Copies can he obtained by writing build «a $16,000,000 addition to its stear 
directly to Schield Bantam Company, Waverly, generating plant at Possum Point near Quan 
lowa, or by contacting local Schield Bantam tico, Va., according to a recent anneuncement 
distriimtors, The bulletin number of this de This will boost Vepco’s construction plans t» 
scriptive material is C-100. nearly 200 million dollars for a five-year pro 
gwram. 
Federal Electric Product Issues The uew work between Quantico and Alex 
¥ r i : ss andria will add 100,000 kilowatts capacity to the 
Booklet on Safety Switches station and is scheduled to be completed in Aw ; 
An bulletin containing complete informa- gust, 1955. é 
tion on all Federal Noark Safety Switches (Continued on page 30) 
I 
ee 
_—-_-___ ' 
aun | 
+ | 
ful i Se 
———— useful items =| 
; : pend 
—_—. The five Lincoln booklets on S.E.C. matters are supplied - : 
—_ without cost. They are Federal Laws, Form S-! =] 
eng (registration statement), Regulation S-X (financial state- os 
— ments), Regulation C (registration procedure), Regulation 3 
— X-14 (proxy rules). A request on your business stationery = 
-_ will bring these useful items to you promptly. —j 
a —_— 
on — 
= , . aaa 
: LINCOLN inancial printers fl 
- __—— 
_— —_— 
— NEW YORK (6): 130 Cedar Street + WOrth 43760 
a n CHICAGO (5): 732 Sherman Street * WAbash 2-400) _—___—. | 
pond Specialized service in all j 
_ documents relating to 
ques corporate finance and > 
Sa stockholder and public relations. : 
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@ High Capacity 
Side Crane 

@ Live Boom 

@ Long Reach 

e@ Sure Clutches 

@ Smooth Brakes 


Cw alicmact 

e Fills Clean 

e@ Saves Lawns, 
Sidewalks, etc. 

@ Fits Wide Range 
: of Trench Sizes 


Be 


@ Thorough 
Compaction 

@ Practically 100% 
PNUhelulehite 

e@ Easy 1 Man 
Operation 

@ Tamps, Fills, 
Travels, All 

at Same Time 


Wttoveeoeecetel 


e@ Fills From 

Either Side of Trench 

@ Eliminates Extra Equipment 

e@ Saves Many Man-hours  @ Fits More Jobs 


Get the full story on the CLEVELAND 80 from your local distributor 





f the Modern Trencher 
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Other projects in Vepco’s program include 
a $32,500,000 addition to the Portsmouth plant, 
a $33,000,000 hydro-electric plant at Roanoke 
Rapids, N. C., and a similar unit at Gastonia, 
f < 


California Oregon Pwr. to Boost 
Generating Capacity 62,000 KW 


HE CALIFORNIA OREGON Power COMPANY 

has ordered two automatic hydroelectric 
package power plants from the Westinghouse 
Electric Corporation. They will be installed at 
the Lemolo No. 1 and No. 2 generating sta- 
tions on the North Umpqua River east of 
Roseburg, Oregon. 

The power plants, consisting of waterwheel 
generators, transformers, and switchgear, will 
add 62,000 kilowatts of electrical capacity to 
the utility’s system. 

Lemolo No. 1, a single-unit, 29,000-kw out- 
door automatic plant, is scheduled to begin op- 
—- in 1954. Lemolo No. 2, a single-unit, 

3,000-kw outdoor automatic installation, is 
scheduled for completion in 1955. 


PG&E Unveils Unusual New 
“Labor Force” 


(maen of a brand new “labor force” 
which can do as much work in a year as 
184 million strong workmen was announced 
recently by Pacific Gas and Electric Company. 

According to company engineers, it would 


take the muscle power of that many men 
working 40 hours a week for 50 weeks a year 
to equal the annual energy output of two new 
electric generating units installed at PG&E's 
great Contra Costa Steam Plant on the San 
Joaquin River near Antioch. 

\ strong man, the engineers calculated, can 
average only about 35 watts energy output 
over a working day—or approximately one 
third the energy used to burn an ordinary 100 
watt electric light. 

The two new units together have a gen- 
erating capacity of 235,000 kilowatts, and they 
will work far longer hours than men can. 

The two new sources of power join three 
other units placed in service in 1951, giving 
the plant a total generating capacity of 575,- 
000 kilowatts—enough power to supply all the 
needs of a city larger than San Francisco. 

Since World War II, PG&E now has in- 
stalled 1,922,000 kilowatts of new generating 
capacity in nine big plants. At 35 watts per 
man and a 40-hour week, it would take 15] 
million workmen to do as much work in a 
year as the nine new plants can do. Cali- 
fornia’s entire population. is just over 12 mil- 
lion. 

To be ready for further demand as it de- 
velops, the Company began as early as 1951 to 
build additional generating capacity, and now 
is hard at work on four more new steam- 
electric and hydroelectric generating plants, 
all scheduled for completion in 1954 or 1955, 
and has a fifth plant projected. 
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CONFIDENTIAL 
SERVICE 
SINCE 1920 


Chicago Associote 


mcCORMICK and HENDERSON, Inc 





‘ARE 


..-- Obviously, a combination of tortoise and hare 
and also a good example of how Sorg works. We 
have to be fast and we have to be thorough because 
our clients must have quality, whatever the deadline. 


Specialists in all types of financial, corporate and 
legal printing, Sorg has had over 30 years’ experi- 
ence in handling the whole job...from design 
through composition, printing, binding, mailing. 
We're available 24 hours a day in the interests of 
producing fine, accurate printing with, when neces- 
sary, utmost s 


london Associote 
The LEAGRAVE PRESS, Lie 
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When you shop in this 
showcase of talent... 


.. you can “shop” under one roof for all 
thespecialized help you need without add- 
ing permanently to your payroll. EBASCO 
engineers, constructors and business con- 
sultants can help you solve your business 
problems efficiently and economically. 


Over the past half century, EBASCO spe- 
cialists have accumulated world-wide 
experience that will prove immediately 
effective when applied to your own prob- 
lems. Here are a few industries that have 
“shopped” for help at EBASCO: Pulp 
and Paper; Chemical; Food Processing; 
Glass; Manufacturing; Rubber and Tex- 


cow 
ite 82a 0, 





tile; Electric & Gas Utilities. For these 
and many other industries EBASCO has 
designed and built new plants and ex- 
ecuted expansion plans, helped develop 
industrial relations programs, financing 
plans, and sales and public relations pro- 
cedures. 


EBASCO is organized to do part or all of 
a job for either large companies or small. 
To see exactly how EBASCO can serve 
you best, write for your copy of ‘“The 
Inside Story of Outside Help”’. Write to: 
Ebasco Services Incorporated, Dept. W., 
Two Rector Street, New York 6, N. Y. 


EBASCO SERVICES 


New York + Chicago - Washington, D.C. 


% INCORPORATED 
a EBAS COE sere Budget - Business Studies - Consulting Engineering - Besign & Construction - Financial 
Industrial Retstiogs - Inspection & Expediting - lesurance & Peasioas - Office Modernization 


“tne, ua” 


Purchasing - Retes & Pricing - Research - Sales & Marketing - Systems & Methods - Taxes - Teallls 
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This announcement appears as a matter of record only and is under no circumstances to be construed as an offering 
of these securities for sale, or as an offer to buy, or as a solicitation of an offer to buy, any 
of such securities. The offering is made only by the Prospectus. 


NEW _ ISSUES 


Central Hudson Gas & Electric Corporation 
$6,000,000 
3% Convertible Debentures, due September 1, 1963 


Dated September 1, 1953 Due September 1, 1963 


Price 100.75% and accrued interest 


159,978 Shares 


Common Stock 
Without Par Value 


Transferable Warrants are being issued by the Company to the holders of its Common 
Stock of record at the close of business on September 9, 1953. The Warrants expire at 
3:30 P.M. New York Time on September 25, 1953, and evidence rights to subscribe at 
$11.25 per share for 139,978 shares offered by the Prospectus, at the rate of one share for 
each 15 shares held with right of oversubscription as more fully set forth in the Prospectus. 
The Company is offering to its employees, other than directors, 20,000 shares of Common 
Stock for subscription at the same price. Any shares of Common Stock not subscribed for 
by the stockholders or by the employees of the Company are to be sold to the Underwriters. 
Common Stock may be offered by the Underwriters as set forth in the Prospectus. 





Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the underwriters, including 
the undersigned, as may legally offer these securities in such State. 





Kidder, Peabody & Co. Estabrook & Co. 


September 10, 1953. 
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A SOUND RATE STRUCTURE 


is the key to adequate earnings 


Basic economic analyses affecting pricing policy 

Analysis of factors influencing rate design 

Studies involving rate base, cost of money, rate of return 

Preparation and presentation of expert testimony in rate proceedings 
Cost of service analyses 

Continuing research and reports on economic, commercial 

and engineering developments affecting rates 


Rate audits 


Write for our booklet describing our services. 
Address: Commonwealth Services Inc., Department E, 
INVESTIGATIONS 20 Pine Street, New York 5, N. Y. 
REPORTS 


FINANCING 
nea Counmucdlle Seu Gur. 
INSURANCE 

PENSIONS 
DEPRECIATION | and ubsudaue 


VALUATIONS 
ae 6 eanen Gaeenennnne COMMONWEALTH ASSOCIATES INC. 


RATES | COMMONWEALTH GAS CONVERSIONS INC 


NDUSTRIAL & PUBLIC RELATIONS 20 Pine Shred, New York 5. MY. 
GAS CONVERSIONS fuckin Miipan —‘Wishinglon DE. 
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10 THE POWERHOUSE 


UP AND OVER —the Champ delivers the goods 


How public utilities are saving money in coal handling 


America’s mightiest crawler, the International TD-24 
and bulldozer, handles big loads—as much as 10 
tons at a single pass—and handles them fast. You 
get more loads per shift at the lowest cost per ton. 
Only the TD-24 has the power and performance to 
set new coal-handling records with bulldozers or 
scrapers. Here’s why: 
More drawbar horsepower than any other 
crawler—148 maximum drawbar horsepower. 
Easy, all-weather starting—saves working 
minutes each day. 
Fastest crawler—eight speeds forward and eight 


INTERNATIONAL 


reverse up to 7.8 m.p.h. with hydraulic shift up or | 
down one gear without declutching. | 
Planet Power Steering—gradual turns, pivot | 
turns, turns with power on both tracks—hydrauli- } 
cally controlled for easy handling and more pro- | 
ductive work. 

See it yourself. Contact your !nternational Indus- 
trial Distributor, and see for yourself what this | 
tractor of tractors will do ! 


INTERNATIONAL HARVESTER COMPANY 
CHICAGO 1, ILLINOIS 


POWER THAT PAYS 
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This 16-Foot Butterfly Valve Iilus- 
trates the type of work which New- 
port News takes in stride. Newport 
News built 3 such valves, each 
weighing 446,000 Ibs., for the Ross 
Power Plant, Skagit Project, De- 
partment of Light, City of Seattle, 
Washington. Designed for a water 
flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi., 
these valves were shop tested by 
Newport News at 450 psi. They are 
hydraulically operated with oil at 
1,500 psi. pressure. Shop tests assure 
speedy, trouble-free assembly of 
Newport News built equipment, on 
the site. 


The TEST of a TITAN 


goods! Here is one of the largest high head butterfly valves 
ever built, undergoing a shop test at Newport News. 
If you had an opportunity to follow this unit from start 
to finish, you would see first hand how Newport News 
produces massive equipment economically. For econo- 
nivot | ™Y is a basic advantage that results from Newport 
auli- | News’ high integration of skill and production facilities. 
pro- 
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NEWPORT 
NEWS 


SHIPBUILDING AND 
DRY DOCK COMPANY 
Newport News, Virginia 


Large engineering and technical staffs, operating a 
plant comprising acres of brass, iron and steel foun- 
uS- é . " 

this dries, five huge machine shops and other extensive fab- 
ricating facilities, have made Newport News one of the 
world’s largest producers of hydraulic turbines, valves, 
y gates, penstocks and other essential equipment... 
both standard and special in design. 





Let us bid on your equipment. Write us today for 
§ your copy of “Water Power Equipment.” 
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Federal Utility Regulation Annotated (FPC), 
Volume 2 With Supplement A 


These volumes contain the only full annotation of the Federal Power Act 
and the Natural Gas Act, as administered by the Federal Power Commission. 


Supplemental Volume A, just off the press, reports the activities of the 
Commission during the 10-year period subsequent to the publication of the 
original volume in 1943. All decisions in so-called “leading cases” have been 

made the subject of special editorial com- 
ment and interpretation. 


Questions relating to the determination 
of the cost of projects, accounting, rate-base 
determinations, rates, service, granting of 
licenses, extent of the Commission’s juris- 
diction, definitions of what constitutes in- 
terstate commerce, return allowance (in- 
volving new views on cost of capital), the 
very controversial subject of cost allocation 
in the fixing of gas rates, and many other 
vital subjects are discussed. The decisions 
of the Commission and of the courts as 
well, in such important cases as the Missis- 
sippi River Fuel Corporation case, the 
Alabama-Tennessee Natural Gas Com- 
pany case and the Colorado Interstate 
Gas Company case (all decided in 1952) 
are explored at length in editors’ notes. 
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This two-volume treatise, which has required expert editorial attention 
for an extended period, in order to classify the Commission’s findings under 
each section of these Acts, is now available at $25. The volumes should be 
in the possession of all utility executives, attorneys, rate experts, account- 
ants, valuation engineers, utility analysts and others having an interest in 
the activities, practices and procedures of the Federal Power Commission, 
and in commission regulation in general. 


MAIL YOUR ORDER TODAY TO 
PUBLIC UTILITIES REPORTS, INC., Publishers 


309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tue American Appraisat Company 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 
Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 
28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











$F ford, Bacon & Davis 
BED) vasearions Engineers onitssr2" 


NEW YORK @ CHICAGO @ LOS ANGELES 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





FOSTER ASSOCIATES 
CONSULTANTS TO PUBLIC UTILITIES AND COMMON CARRIERS 


FAIR RETURN RATE CASES MARKET ANALYSES 
RATE DESIGN COST ANALYSES FINANCIAL ANALYSES 





88 CHESTNUT STREET, RIDGEWOOD, N. J. 











GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 











NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 
GA INCORPORATED 


ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING +» WASHINGTON + HOUSTON * PHILADELPHIA + ROME * MANILA + MEDELLIN 


FOUNDED 1906 











W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 Seuth LeSelle Street @ CHICAGO e Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 











GUSTAV HIRSCH ORGANIZATION, INC: 


1347 West 5th Ave., Columbus (12) Ohio 
Telephone Kingswood 0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











Mention the FortnicHtty—!/t identifies your inquiry 
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HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE e COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 


N ARBOR. MICHIGA N 
APPRAISALS—INVESTIGATIONS_ DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, pogmotery, ane Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











Tne Ku lj ian loyporuiion 


b 
ENGINEERS ° CONMStTRucTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS © INVESTIGATIONS ¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


. Utility Management Consultants Specializing in REGULATORY 
AS 
WATER COST ANALYSIS “PROBLEMS 


for past 35 years 
Send for brochure: ‘The Value of Cost Analysis te Management" 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
wupeerine SERVICE sovaansine 


PERSONNEL co ACCOUNTING 
ENGINEERING SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





Pioneer Service en Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 





73! SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 











PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
Power Plant Design and Construction 
Boiler Settings © Chimneys © Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 


AN RUST ENGINEERING CO. 














ENGINEERS 
CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicage 3, iil. 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y 











Whitman, Requardt and Associates 
Publishers of the AN ING 


DESIGN — CONSTRUCTION — HANDY-WHITMAN INDEX 
REPORTS — VALUATIONS Qusmotn tak Vout 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 








Mention the FortnicHtty—It identifies your inquiry 
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ALBRIGHT & FRIEL INC. 


Consulting Engineers 


Water, and Industrial Wastes Frettoms 
Airfields, Refuse incinerators, Dam 
ees ~! Plants, Flood Controi 
City Plane Industrial 4 Buildings 
jannin joports, Ap 
“ aborat 


121 SOUTH BROAD ST. 


poraisals and Rates 
ory 


PHILADELPHIA 7 


LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Mlinois 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis Ind. 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cricaco 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


GS CONSOLIDATED 
GAS aAnpb SERVICE CO. 


327 So. LaSalle St., Chicago 4, ll. 











LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


A. S. SCHULMAN ELEctric Co. 
Electrical Contracting Engineers 


TRANSMISSION LiINES—UNDERGROUND DistRI- 
BUTION — PowsrR STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


CHICAGO Los ANGBLES 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuations — Depreciation 
Investigations and Reports 


122 SoutH MICHIGAN AVENUB, CHICAGO 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 

















JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








Representation in this Professional Directory 
may be obtained at very reasonble rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 








Mention the FortNiGHTLY—!/t identifies your inquiry 
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at THESE PENGO Prooucrs SAVE YOU MONEY. 3 




















° ; 
THE PENGO | peneco ae 
EARTH AUGER ; soul 
“ . | CUTTING a. 
| HEAD Pete 
| * Easy installation— | 
2 welds to your present i -_ 
7) helix. THIS wee TO THIS 
Cover | 
- 4 | * Bores where you 
| never could before! 
* Twin helix—no back thrust! * haba oe oe A 
8 i : replaceable on the jo 
M4 * ere r any soil, 4 | and are interchangeable with PENGO Auger 
4 = f ." eT a eo | parts. (Described at left.) 
permafrost! 
28 . , | *« Made in II sizes, 8'' to 24"' diameters. 
‘ * All wearing parts replaceable on job! | Larger sizes on order. 
a * = = Made in 22 sizes, 9°" to 72"' hole diam- eo oe 
4g eters, to fit all makes of heavy-duty earth | 
boring machines. Larger sizes on order. | THE PENGO 
— <<. #8 €=|«6h. Ul 
*« All PENGO Augers and Cutting Heads are equipped withthe “Get the PENGO 
a drive-on PENGO Wisdom Tooth, specially designed for use on WISDOM TOOTH— 


earth augers; cast from special abrasion and shock-resistant steel It knows how to 


alloy for far longer service life! bore holes!” 


sé SAVE HOURS...SAVE DOLLARS! © 


7 WITH 
| Ge i 
2 
ANCHOR AUGERS 
VW 
” Especially designed to bore holes 
for EXPANDING ANCHORS 

¢ * Double-helix cytting head eliminates back-thrust, 
S quickly bores true and clean. 

* Triple-flight single helix carries bigger load of dirt we 
30 from hole... you can complete a hole with less than 


half the trips down and up! 

* Extra-long auger with small-diameter center shaft 
leaves plenty of room for dirt and rocks...no clog- a 
ging or jamming]! 








* Uses same fast-cutting replaceable PENGO Pilot 
Bits and PENGO Wisdom Teeth used on all PENGO 
bh Earth Augers and PENGO Cutting Heads. 


2 \\ * Available in 9”, 11” and 13” diameters for 8”, 
7 Wd oIn boll 10” and 12” expanding anchors, respectively, to 
fit all popular makes of earth-boring machines. 

WwW 
IT oes ne - °. ORDER NOW — OR WRITE FOR 


TO BORE HOLES FREE LITERATURE, PRICES 
4 PUF 9-53 


GET THE 4 
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4500 P58 
1150 fF 


PRELIMINARY SKETCH of 4500 psig 1150 F turbi fa 
is discussed by C. W. Elston, Manager, Turbine E 


gineering, Large Steam Turbine and Generator D 
portment (seated), W. E. Saupe, Department Gener 


\ 
. Manager (standing) and G. B. Warren, Vice Presider 
F Turbine Division. 
' ¢ ss , g 


G.E. doubles steam turbine pressure to 


gain new efficiency in power generation 


A continuous program of co-operation and research between American Gas & Electric Service Corp 
Babcock & Wilcox Co. and the General Electric Co. has led to the development of a new unit for th 
AG&E system. This single boiler—single turbine, unit system embodies many new and forwar 
reaching technological ideas that will contribute to an expected over-all plant thermal efficiency 
more than 40%. 





cniethtatint The new 4500-psig turbine will have an initial stea 
TWO 1050 F REHEATS temperature of 1150 F followed by two stages of rehea 
the first at 1050 F, the second at 1000 F. 


POSSIBLE REDUCTIONS 


The embodiment of these higher pressures, high 
temperatures and new ideas of reheat in a moderatel 
sized commercial unit and its installation and operatio 
in the Philo Plant of the Ohio Power Company wii! pr 
vide experience in the design, manufacture, constructio 
and operation of the newly developed equipment. Thi 
daring forward step should make possible new orl 
standards of efficiency in the generation of electric »ow 
and it may open a new era for America’s Electric U ‘ilit 
— — ee Industry. It may ultimately make possible capit 
PRIMARY STEAM PRESSURE vestment reductions by compressing unit sizes and 
ing about more effective utilization of materials. G 
Electric Co., Schenectady 5, New York. 


wea ween aanes 


PHILO UNIT 6 


PLANT NET HEAT RATE 
gb 58 & se i 


~ 
1200 F INITIAL "=. 
TWO 1200 F REHEATS "-, 
"- 
". 














IMPROVED STATION EFFICIENCY is obtained 
through increasing temperature and pressure, as 
boldly done for Philo Unit No. 6. Studies indicate 
that for any further significant increases, con- 
siderably higher initial and reheat temperatures 


ill b ired ke ad f 
row jag Apdinnagy advantage of pressures G E N & R A L 36) i LE CT R | C 


MORE POWER TO AMERICA 











